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the “Professor’’ learned his lesson, too 


Many a banker has functioned, reluc- 
tantly, as a part-time “‘professor”’ of bank- 
ing ABC’s—because he entrusted his new 
quarters project to people who had to be 
instructed in the special needs of his 
business. Many have lost precious time 
away from their own work, indoctrinating 
designers, engineers, and contractors— 
and have still wound up with quarters in- 
adequately planned to meet today’s com- 
petition and the challenge of tomorrow. 
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They’ve learned their lesson, they tell 
us. They’ve learned that in planning and 
building banks, there’s no substitute for 
experience and specialization. Over 3,300 
bankers whose quarters were planned by 
Bank Building Corporation can, and will, 
attest to that. Our specialized methods 
produce quarters tailored to your needs, 
your budget. And our experts take all 
the load off your shoulders, all the details, 
freeing you to be a banker. 
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OF AMERICA 
ST. LOUIS, 1130 Hampton Avenue 
NEW YORK e CHICAGO « SAN FRANCISCO « ATLANTA e AUSTIN 
Operating Outside the Continental U.S. as: Bank Building Corporation, International « Subsidiary: Design, Inc. 


See for yourself the results of 
Bank Building’s specialized 
planning; there’s one of our 
projects near you. Send today 
for this directory of recent- 
ly-completed projects. There 
is no obligation, of course. 
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FOR SALE 


12 N.C.R. Bookkeeping machines. All excellent 
condition. Available 6/1/58. Phone or write 
Cashier, Elmhurst National Bank, Elmhurst, Il- 
linois. 


Independents 
In Oregon 


To Confer 


Virgil Solso, president of the In- 
dependent Bankers of Oregon, has 
announced that a spring meeting of 
independent bankers of the state will 
be held April 28 in Willamette Val- 
ley, with the specific city to be de- 
termined by a poll of the member- 
ship. 

This is the first separate conference 
of independent bankers to be held in 
the State of Oregon for many years, 
said Mr. Solso, and it will be a real 
work session, with full participation 
in the agenda on the part of the state’s 
independent bankers in the state. 

The subject matter of the confer- 
ence is being selected by a committee, 
based on a survey of the members, 
which showed the subjects on which 
members wished discussion. 

The opportunity to exchange in- 
formation on a confidential basis on 
all phases of community banking 
practice should be most helpful and 
interesting to each and every member 
of the association, Mr. Solso said. 
“We hope for a 100 per cent repre- 
sentation at this important confer- 
ence,” he added. 

President Solso announced the ap- 
pointment of the following commit- 
tees for the fiscal year 1957-1958. 

LEGISLATIVE: H. E. Shelton, 
chairman, executive vice president, 
Forest Grove National Bank; C. H. 
Young, executive vice president, 
Rogue Valley State Bank, Medford; 
John M. Brown, vice president, Doug- 
las County State Bank, Roseburg; H. 
R. Hanson, executive vice president, 
Southern Oregon State Bank, Grants 
Pass; G. F. Abts, vice president, Peo- 
ples Bank of Oregon, Beaverton; Wil- 
liam Rutherford, vice president, Mult- 
nomah Bank, Portland, and S. L. 
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When this group of indepen- 
dent bankers and their wives left 
the airport at Minneapolis on 
February 27, for Mexico and the 
Independent Bankers Associa- 
tion convention in Dallas, a 
Northwest Airlines photographer 
was on hand to record their hap- 
py expressions and cheerful fare- 
well to the chill of winter. 

This group was part of the 
some 200 independents who 
joined an excursion to Mexico 
City and Acapulco before the 
Dallas convention on March 6-7- 
8. At far right on the pavement 
is Joe LaCombe of Chicago, who 
guided the group. Third from 
right, in light colored topcoat, is 
Otto Preus of Minneapolis, chair- 
man of the convention Sight- 
seeing and Transportation Com- 
mittee. 





Gardner, president, Bank of Portland, 
Portland. 

NOMINATING: M. L. Walden, 
chairman, executive vice president, 
Lincoln Bank, Taft; L. C. Buchner, 
vice president and cashier, Gilliam 
County Bank, Arlington, and F. J. 
Herman, cashier, Gresham State 
Bank, Gresham. 

RESOLUTIONS: S. E. Gjerde, 
chairman, vice president, Portland 
Trust Bank, Portland; A. H. Rosa, 
executive vice president, Bank of 
Bandon, Bandon; and E. T. Way, 
cashier, Grant County Bank, John 
Day. 
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That Ain't Hay 

Spokesman for American Way of 
Life: “There’s plenty of opportunity 
ina land where even a horse can 
make a million dollars!” 


Co-operating 
Banks Elect 
New Officers 


M. P. Illitch, chairman of the 
board, Southwest Bank, Inglewood, 
California, was elected president of 
the Independent Community Banks 
at the first annual meeting of the co- 
operative group of 25 independently 
owned and managed Southern Cali- 
fornia banks. Total resources of mem- 
ber banks, it was reported, are now 
in excess of $245 million. 

Aubrey Austin Jr., president, San- 
ta Monica Bank, was elected first vice 
president; H. P. Madson, president, 
Pico Citizens Bank, second vice presi- 
dent; John Greenberg, president, 
First State Bank, Lynwood, treasurer ; 
and R. C. Yeary, president, Pacific 
States Bank, Hawthorne, secretary. 

M. Vilas Hubbard, president, Citi- 
zens Commercial Trust & Savings 
Bank, Pasadena, was named chair- 
man of the ICB’s executive commit- 
tee; H. C. Dolde, chairman, Bank of 
Whittier, vice chairman; and G. A. 
Anderson, president, First State Bank, 
Rosemead; G. C. Parker, president, 
Buttonwillow National Bank; H. A. 
Renfro, executive vice president, 
Bank of Encino; C. E. Schroeder, ex- 
ecutive vice president, First National 
Bank, Orange, committee members. 

Allan S. Barr, president, First Na- 
tional Bank of Upland; Franklin L. 
Martin, president, Home Bank, Comp- 
ton; and Ray J. Moore, vice presi- 
dent, Bank of Belmont Shore, were 
new appointees to the group’s coun- 
cil. Reappointed to the council were: 
Frank Lettow, president, South Bay 
Bank, Manhattan Beach; D. P. 
Loomis, president, San Fernando Val- 
ley Commercial & Savings Bank, 
Pacoima; O. L. Marshall, executive 
vice president, First National Bank, 
La Verne; William A. Munnell, presi- 
dent, Garfield Bank, Los Angeles; C. 
R. Pearman, president, Community 
Bank, Huntington Park; E. H. Phil- 
leo, president, First National Bank, 
Azusa, and Azusa Valley Savings 
Bank; Maurice Ratner, president, 
Sun Valley National Bank; Harry 
Seaman, executive vice president, 
Bank of Northridge; and Stanley 
Stalford, chairman, Fidelity Bank, 
Los Angeles. 
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AT DALLAS 








IBA Convention, Membership 
Both Set New Records 


A record convention in Dallas, Tex- 
as, has capped a record membership 
total registered by the Independent 
Bankers Association. 

The nearly 1,500 independents from 
throughout the nation who attended 
the 24th annual IBA convention at 
the Statler Hilton Hotel in Dallas 
made this year’s gathering the largest 
in IBA history. At the convention, 
IBA members learned that associa- 
tion membership stands at an alltime 
high of 5,334. 

The three day convention opened 
with meetings of committees and the 
IBA Executive Council on March 6 
and closed with a banquet March 8. 
General sessions on the final two days 
of the convention featured addresses 
by nationally known bankers, econo- 
mists and political figures. 

By light contrast to the fare of- 
fered at the formal program was the 


\ 
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schedule of other events, including a 
western buffet and dance, a bus tour 
of the Dallas metropolitan area and 
Dallas banks, social hours and the 
banquet. 


Elect Gormley President 


The closing convention session on 
Saturday marked the election to the 
IBA presidency of R. E. Gormley, 
vice president of the Georgia Savings 
Bank and Trust Company in Atlanta. 
Mr. Gormley is a former Georgia su- 
perintendent of banks and long has 
been identified with the independent 
banking movement. For the past year, 
he had served as first vice president 
of the association. Mr. Gormley suc- 
ceeded R. L. Mullins, president of the 
Wolfe City (Texas) National Bank. 


O. K. Johnson, president of the 
Whitefish Bay (Wisconsin) State 
Bank and former president of the Wis- 





consin Bankers Association, moved 
up from second to first vice president. 

Elected incoming second vice presi- 
dent and now in line for advancement 
to the presidency in 1960 is O. D. 
Hansen, president of the Bank of 
Union County in Elk Point, South 
Dakota. 

Named treasurer for his second 
term was A. W. Hoese, president of 
the Security State Bank in Glencoe, 
Minnesota. 

Ben DuBois, who has served as IBA 
secretary since 1933, was re-elected 
to that office. Howard Bell was re- 
named assistant secretary. Both are 
from Sauk Centre, Minnesota, where 
Mr. DuBois is president of the First 
State Bank. 

The place and time of next year’s 
convention were left open. 

In announcing that association 
membership had attained an alltime 





R. E. GORMLEY of Atlanta, Georgia, newly elected presi- quet. With him, from left, are O. D. Hansen of Elk 
dent of the Independent Bankers Association, clasps his 
hands in acknowledgement of applause as the new associa- 
tion officers were introduced following the convention ban- 


Point, South Dakota, second vice president; O. K. Johnson 
of Whitefish Bay, Wisconsin, first vice president and R. L. 
Mullins of Wolfe City, Texas, outgoing president. 
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R. L. MULLINS WAS TALKING WHEN PHOTOGRAPHER TOOK THIS PHOTO AT GENERAL SESSION. 


high mark, Mr. Mullins told the con- 
vention, “I think this has come about 
because the small banker is beginning 
to catch on to the fact that although 
he may have a charter which gives 
his bank life, keeping that charter 
and his bank alive is no automatic 
process.” 

He reminded bankers attending the 
convention that the United States is a 
nation of small banks. Mr. Mullins 
said, “Of 14,000 banks in the United 
States, in round numbers, 10,000 
have deposits of 10 million dollars or 
less.” 

Mr. Mullins urged organization of 
state divisions of the IBA along the 
lines of the Wisconsin organization, 
which has a president and other offi- 
cers, plus a director for each congres- 





sional district in the state. “Independ- 
ent banking is under attack,” he 
warned, “Its opponents never sleep.” 


‘Tight Money’ Rapped 


There was sharp criticism by two 
speakers of the “tight money” policy. 
Dr. John Kenneth Galbraith, Har- 
vard University economist, and Wil- 
liam A. Blakley, an attorney and for- 
mer U.S. Senator from Texas, were 
the critics. 

Said Dr. Galbraith, “On any 
straightforward view of recent experi- 
ence, the policy has failed once more. 
Recent experience has shown that the 
policy, apart from its cost—which no 
one would begrudge if it worked— 
has three substantial shortcomings. 

@ It discriminates between large 


TWO PAST PRESIDENTS of the Independent Bankers Association confer with 
the new IBA president, R. E. Gormley of Atlanta, center. With him are James S. 
Peters of Manchester, Georgia (left) and Leo W. Seal, Bay St. Louis, Mississippi. 
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and strong borrowers on the one 
hand and smaller and more vulner- 
able borrowers on the other. 

@ It doesn’t do its job. 

@ There is indication that it is 
dangerous.” 

Dr. Galbraith added, “All thought- 

ful people will wonder about a policy 
which by its nature favors the large 
and the strong at the expense of the 
small and the less strong. Members 
of your group will be especially con- 
cerned. It is your customers who bear 
the brunt of monetary policy.” 
- As evidence that the tight money 
policy hadn’t done its job, Dr. Gal- 
braith had this to say: “The purpose 
of monetary policy was to stop in- 
flation. Inflation means the persistent 
increase in prices. No policy can 
evade the test of results. 

“As monetary policy was applied 
with increasing severity over the two 
years ending last autumn, prices rose 
with equal persistence. They are still 
rising. 

‘Clinical Review’ 


“Let us assume that in February, 
1956, a physician began prescribing 
for a patient with a chronic fever. 
The fever continued unabated and 
has continued ever since. Would not 
the doctor and patient by now be 
wondering about the efficacy of the 
remedy? Should we not take an 
equally clinical view of economic pol- 
icy?” 

To achieve economic stability in 
the United States, Dr. Galbraith said, 
“We shall have to rely on policies far 
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more difficult and demanding than 
those of recent years. When inflation 
threatens, we will have to dry up ex- 
cess purchasing power by a budget 
surplus and debt retirement. This is 
a far more certain and, above all, a 
far safer way of regulating the level 
of demand than by manipulating in- 
terest rates. It is also harder to do, 
and so long as we have hopes for 
monetary policy we will not face up 
to its difficulties. 

“And sooner or later, if we are to 
have full employment and price sta- 
bility, we must have a wage-price pol- 
icy which makes it far harder than 
now to increase wages and prices at 
the expense of the public.” 


Blames Planners 
Mr. Blakley blamed the tight mon- 


ey policy on “theoretical economic 
planners” who decided “we should be 
weaned away from prosperity.” He 
declared, “They were not satisfied to 
permit us to continue to expand, 
freely and unhampered, to move nor- 
mally upward and forward toward 
the great, unlimited potential of our 
economic burden.” 

Said Mr. Blakley, “Reduced avail- 
able credit with higher interest rates 
slowed business activity, halted indus- 
trial expansion and brought residen- 
tial and commercial construction to 
a standstill, causing unemployment, 
higher costs and an additional three 
billion dollars in interest on the na- 
tional debt.” 
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WELCOME TO THE CONVENTION says Howard P. Parshall (left), 





: 
of the Bank of the Commonwealth, Detroit, to Mrs. Pat DuBois of Sauk Centre, 


Minnesota. Looking on, from left, are M. D. 


Watts, executive vice president of 


the Fremont (Michigan) State Bank; Robert Bridge, president, Charlevoix 
County State Bank, Charlevoix, and Pat DuBois, executive vice president of the 


First State Bank, Sauk Centre, Minnesota. 


“Worst of all was the undermining 
of the financial integrity of the gov- 
ernment of the United States, which 
should always be so strong and stable 
and so respected that its promises to 
pay should never be below par or 
face value.” 

There was defense for the Federal 
Reserve’s monetary policy from Dr. 
Watrous H. Irons, president of the 
Federal Reserve Bank of Dallas. He 





THE IBA EXECUTIVE COUNCIL POSED FOR THIS PICTURE AT END OF DAY-LONG MEETING. 


said the policy must be flexible to 
meet changing conditions. 
Representative Thomas B. Curtis 
of Missouri, sponsor of the contro- 
versial bill that would ease the tax 
advantage savings and loans and mu- 
tual savings banks have over com- 
mercial banks, told the convention 
he was not “wedded to the formula” 
set forth in his bill, but added he “in- 
tends to push the bill and I have 


ba 
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pushed it.” 

The Curtis Bill, HR 8737, would 
reduce from 12 per cent to 5 per cent 
of withdrawable accounts the amount 
of tax free reserves for losses that 
savings and loans and mutual savings 
banks could accumulate. Further, the 
bill would limit the deduction for div- 
idends paid on share accounts to 3 
per cent. 


General Tax Field 


Representative Curtis summarized 
his attitude on the general subject of 
“Tax Differentials and Preferentials,” 
the title of his talk, at a press confer- 
ence before he appeared in the con- 
vention hall. 

He said that savings and loan asso- 
ciations should act as such and when, 
in advertising rates on savings and 
the policy of repurchase of shares on 
demand, they act like banks and 
thereby may forfeit their right to a 
differential in tax treatment from the 
way banks are treated. 


Must Air Differences 


In his address, Representative Cur- 
tis declared, “I do know that there are 
differences between banks and other 
businesses, and differences between 
types of banks and other savings in- 
stitutions and we must get them out 
in the open to evaluate these differ- 
ences. Even after doing that there is 
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CONVENTIONERS BOARD 


much room for differences in judg- 
ment. 

“I am quite familiar with savings 
and loan institutions, having served 
on the board of directors of and rep- 
resented as a lawyer the oldest sav- 
ings and loan institution in Missouri 
for the past 17 years. 

“T think there is an important eco- 
nomic difference between savings and 
loans and commercial banks. Some 
savings and loan companies have 
sought to narrow that difference by 
acting more like commercial banks 
than it would seem the laws establish- 
ing them intended.” 

The American Bankers Association 
stand on the subject of reserves has 
weakened support for his bill in Con- 
gress, Representative Curtis said. He 
said the ABA statement had produced 
a divisive result and was “unrealis- 
tic.” The ABA favored a review of 
present requirements and legislation 
to make uniform the reserve require- 
ments for all types of financial insti- 
tutions. 


Curtis Bill Backed 


The Curtis Bill was discussed at 
length in the meeting of the IBA Ex- 
ecutive Council. The council gave its 
unqualified support to the bill as now 
drafted, and this later was affirmed 
by the convention. 

L. M. Schwartz, president of the 
Citizens State Bank of Paola, Kansas, 





BUSES FOR SIGHTSEEING TOUR OF DALLAS. 


told the convention that banking as- 
sociations can justify their existence 
only on the basis of educational serv- 
ices offered. 


Lauds IBA Seminar 


He praised educational efforts of 
banks and banking associations, in- 
cluding the seminar to be sponsored 
by the IBA at Harvard University 
next August 17 to 29. 

The seminar, said Mr. Schwartz, 
will “fill a void that has long existed 
in the pattern of educational pro- 
grams for bankers” and will fill the 
need for a school that will give “bank 
policymakers the opportunity to con- 
sider what they were doing, and what 
they should be doing, in an atmos- 
phere free of interruptions or distrac- 
tions.” 

“The Tight Brain Market” was the 
title of an address given by Dr. Don- 
ald L. Helfferich, executive vice presi- 
dent of the Upper Darby (Pennsyl- 
vania) National Bank and also execu- 
tive vice president of Ursinus College. 
He said: 

“The banker, as the late Frederick 
Lewis Allan said, ‘is confronted with 
so many questions which require in- 
tellectual subtlety, insight and flexi- 
bility that he desperately needs men- 
tal and spiritual equipment of the 
sort the oldtime banker could do 
without—and frequently did.’ 

“In the future, management can- 
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This statue by William 
Couper was unveiled ' 
in 1909 by Longfellow's | 
granddaughter, Erica 
Thorp, daughter of 
"laughing Allegra” of 
"The Children’s Hour” 











Pay to Yous W Leva lfaNlo.; or order... 


endorsement is duplicated in our headline.* 


... was the way our draft was drawn in 1848, 
payable to the beloved American poet whose 
likeness is reproduced here from the statue 
which sits contemplatively in the little tri- 
angle at Connecticut Avenue and M Street, 


In any case, it serves to remind us that IN 
WASHINGTON, D.C., WE’VE KNOWN 
JUST ABOUT EVERYBODY. 


Northwest. 


We do not know the purpose of this draft 
for $225 written 110 years ago and reproduced 
above, but we like to think it was in payment 
of a bit of verse. Longfellow’s signature of 


Today, as in 1848, Washington's largest bank 
is serving Americans in all walks of life with 
a constantly modernized and improved bank- 
ing technique, plus the warm personal service 
that has characterized our institution since 


the days of Henry Wadsworth Longfellow. 


The RIGGS NATIONAL BANK 


of WASHINGTON, D.C. 
FOUNDED 1836 « LARGEST BANK IN THE NATION'S CAPITAL 


Member Federal Reserve System * Member Federal Deposit I Corp 
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FASHION SHOW by Neiman-Marcus was the big attraction 
at the ladies luncheon held on the second day of the con- 
vention. From the appearance of that coat, the “sack look” 
isn’t limited to dresses. Below, the head table at the lunch- 
eon. From left, Mrs. Howard Bell, Sauk Centre, Minnesota; 





& 


Mrs. Gladys Nisbett, Dumas, Texas; Mrs. A. W. Hoese, 
Glencoe, Minnesota; Mrs. R. E. Gormley, Atlanta, Georgia; 
Mrs. R. L. Mullins, Wolfe City, Texas; Mrs. O. K. Johnson, 
Whitefish Bay, Wisconsin; Mrs. Ben DuBois, Sauk Centre, 
Minnesota, and Althea Humphreys, Dallas, Texas. 








not depend on last year’s model of 
executive personality. One of the 
questions you will ask candidates for 
future positions in your banks will 
be, ‘What can you do that our Univac 
can’t do?’ Remember, this machine is 
too unbiological to laugh at your 
jokes, and as Benjamin Fairless, in 
an address at a Virginia College, 
said: ‘If the apple which fell on Sir 
Isaac Newton’s head had happened 
to fall on a Univac, the machine 
might have blown a tube, but it would 
never have come up with the law of 
gravity.” 
Decision Area Vital 


“It should be apparent that if you 
can dial the electronic monsters and 
have the facts belched out on any 
subject, the acquiring of facts is a 
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waste of time. 

“The place to be surefooted will be 
among the policies to be concluded 
from the facts. Here is where the in- 
tangible sense of feel is more import- 
ant than a set of statistics. The market 
for this type of mind is tight and is 
getting tighter.” 

Senator Hubert H. Humphrey of 
Minnesota was the banquet speaker. 
His address was “Our American 
Economy and Its Effects on Foreign 
Policy.” The senator declared: 

“A recession here can amount to 
a major Communist victory. It could 
be more important than winning the 
missile race. We cannot afford to per- 
mit this recession to continue to risk 
the very real threat of a depression. 

“It is time to take off our blinders 
and see what is happening. The Sov- 


iet Union’s sputniks, if nothing else, 
should have made us realize that we 
are facing a foreign power with tre- 
mendous scientific knowledge, pro- 
ductive capacity and know-how. 

“We can no longer afford to remain 
complacent. In the past year alone, it 
is reported that the Soviet economy 
expanded by 10 per cent and if the 
present trend continues, the Soviet 
Union will match us in the entire 
economic field with a generation.” 

The senator declared that “we will 
have to recast our whole foreign aid 
program so that it goes to the people 
who need it most and goes to increase 
liberty. 

“Then we can negotiate realistically 
with the Soviets and the Chinese for 
peaceful settlements because they will 
then no longer be able to gain from 
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the lack of settlements.” 

The convention adopted these reso- 
lutions: 

PAY FOR EXAMINERS — Urged 
payment of “more adequate salaries” 
to personnel of state banking depart- 
ments. 

INCOME TAX—Favored a gradu- 
ated income tax that would aid small 
business. 

S&L SHARES—Asked that the Fed- 
eral Deposit Insurance Corporation 
“classify as undesirable assets any 
investment in savings and loan asso- 
ciation shares by any bank.” 

FDIC BOARD — Asked that the 
proposed Financial Institutions Act 
eliminate the provision that the comp- 
troller of the currency must be a 
member of the FDIC board. 

INSURANCE PREMIUMS—Urged 
that the association “continue to 
strongly resist the practice whereby 
insurance companies collect insur- 
ance premiums through banks, with- 
out payment, by drawing drafts 
against the customers’ checking ac- 
counts with the processing of these 
drafts as though they were customer- 
written checks.” The Federal Reserve 
Board was urged not to handle such 
drafts as cash items. 

CURTIS BILL—Indorsed, without 
amendments, the Curtis Bill and 
urged that IBA members contact their 
senators and representatives and ask 
that the bill be passed in its present 
form. 

FINANCIAL INSTITUTIONS ACT 
—Supported the “broad general ob- 
jectives” of the proposed Financial 
Institutions Act, subject to changes 
recommended by R. L. Mullins in 
testimony before the House Banking 
and Currency Committee. 

COMMENDATIONS — To Jack 
Garrett, convention chairman, and 
R. L. Mullins, outgoing president, 
both for excellent work. 
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“The boss just took his son into the 
business.” 


April 1958 


The new Rand M£Nally 
International Bankers Directory 


for 1958 
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Mullins Recaps Year's Activity, 
Urges IBA State Divisions 


Since the time when commercial or- 
ganizations began it has been custom- 
ary for the president of an association 
to make a report to the membership. 
If you will give me your attention, 
I will proceed to give you such a re- 
port. 

Our association membership is at 
its all time high point. This does not 
come from any direct effort on my 
part. I am happy because | think it 
has come about because the small 
banker is fast beginning to catch on 
to the fact that although he may have 
a charter which gives his bank life, 
keeping that charter and his bank 
alive is no automatic process, 


The Awakening 


A man from New England intro- 
duced himself to me a few days ago 
and said that his bank had recently 
joined our association. I made the 
usual remark, “Glad to have you,” 
and all of that, but he was serious, 
“T am ashamed,” he said, “to admit 
that we have been this long waking 
up.” 

We are a nation of small banks, 
unique in the world and unique in 
world history. Of 14,000 banks in 
the United States, in round numbers, 
10,000 have deposits of $10 million 
or less. Only 55 per cent of these are 
banded together in a common cause. 

I looked up, out of pure curiosity, 
the other day bank number 1000, It 
is located, of all places, at DuBois, 
Pennsylvania. Its deposits are $23 
million. The 1500th bank is located at 
lowa City, lowa, and has $15 million 
on deposit. After that they get small 
pretty fast. 

Our association is in good financial 
condition at this time. The treasurer 
will give his report from this platform 
later. Our present favorable balances 
come about for two reasons. First, we 
have some unfilled vacancies in the 
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About the Speaker . . . 


Long known as an articulate 
spokesman for independent 
banking in Tex- 
as, R. L. Mul- 
lins, president 
of the Wolfe 
City (Texas ) 
National Bank 
served as Inde- 
pendent Bank- 
ers Association 
president and 
chief spokes- 
man for independents through- 
out the nation in the year that 
ended with the Dallas conven- 
tion last month, His address to 
the 24th annual convention at 
the Statler Hilton Hotel in Dal- 
las highlights problems facing in- 
dependents and recommends 
stepped up activity by independ- 
ents on the state level. Mr. Mul- 
lins has been in banking since 
1917 and has operated the bank 
in Wolfe City since 1928. 


MR. MULLINS 





office and, second, I have not seen fit 
to call the executive council into a 
general meeting. A full meeting of 
the council usually requires the ex- 
penditure of about $8,000. I have 
seen no need for a full meeting since 
our convention in Miami Beach. 


Legislative Activity 


The principal activity of the asso- 
ciation during the year has been on 
the legislative front. That is as it 
should be. This association was never 
intended to be a service organization. 
Its primary duty is to watch the 
battlements and report, oppose and 
fight encroachments upon the indi- 
vidual system of banking as opposed 


to multiple banking. A report by our 
legislative chairman will be given 
from this platform. I am sure, how- 
ever, that Mr. Bryan will not object 
to a few remarks by myself in that 
general area, 

The Financial Institutions Act was 
at first labelled and heralded as a re- 
codification of existing banking law 
and the laws affecting the other finan- 
cial agencies of the Government. The 
act was to contain a few minor dele- 
tions and additions that would bring 
the laws up-to-date. However, its 
principal purpose, as announced, was 
to re-codify the banking law. 


Scope of Act 

The act soon became much more 
than was suggested by its sponsors, 
and as indicated by its advance press 
notices. Our Legislative Committee 
and official family at certain times 
were in pretty general agreement that, 
unless certain proposals went into the 
act, the independent bankers of the 
country would be just as well off, or 
even better off, without the bill. 

We spent many hours studying the 
different titles of the bill and finally 
testified in both Houses of Congress 
that we generally supported the bill 
in its broadest aspects, but we listed 
some 10 or 12 exceptions to proposals 
contained in both the Senate and 
House versions, and insisted on some 
proposals that were in neither. 

Time alone will tell whether we will 
be successful on the points we con- 
sidered of most importance. The situ- 
ation in New York State may help us. 
That situation would not have devel- 
oped if the earlier proposals of this 
association had been adopted by the 
Congress. We have again urged the 
intrastate holding company provision 
which we managed to get through the 
House in 1956, but lost in the Senate. 

From this platform later you will 
hear a report from the chairman of 
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our Bank Management Committee 
about our Seminar at Harvard Busi- 
ness School next August. The sem- 
inar, we hope, will be an accomplish- 
ment that this association may point 
to for years to come as the turning 
point in banker education. The com- 
mittee members and I spent five days 
at Cambridge, working with the 
school officials. We think that we have 
established a school that will not only 
be different, but outstanding, and one 
which will center around the inde- 
pendent idea, 


Experiences of President 


Now, let me proceed from report- 
ing to some experiences, observations 
and deductions which, as your presi- 
dent, | have gained as I went about 
the country. I feel that I would be 
derelict in duty if I failed to pass 
some of these on to you. If I get 
warmed up on some of them and seem 
unduly critical, please remember that 
I am principally talking to and talk- 
ing about the littke man who isn’t 
here. I take it that you are interested 
in the preservation of the independent 
banking system or you would not be 
here. I’m worried about the inde- 
pendent banker who is not here. 

I said you were evidently inter- 
ested. Indeed, you had better be, be- 
cause if you are not, you and | and 
about 9,000 other small, independent, 
community owned, unit banks are 
going to wake up some day screaming 
to High Heaven! I mean that. The in- 
dependent banking system cannot sur- 
vive just of itself. It just can’t remain 
a static proposition. And it may not 
survive even if you become devoted to 
the idea and determine here and now 
that you are going to do your part to 
make it survive. Now, I know that 
every independent bank in the United 
States could not be represented here 
today, but a whole lot more of them 
could be represented. 

Independent banking is under at- 
tack in nearly every state in the Union 
today. In some places the fire is hotter 
than in others. Just a few weeks ago 
in a Northeastern state, a legislator 
introduced a bill to regulate bank 
holding companies. There are only 
some three or four holding companies 
and some 200 other banks in the state. 

Did the bill go through? Of course 
not. The independents were at home. 
They had been lulled to sleep. They 
had been assured—and they believed 
it—that there was no opposition to 
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And anxious to get settled immediately. 

Well known by financial institutions across the 
country ... have helped many secure new customers 
and new accounts by installing Christmas Clubs. 


Now more folks do business at these institutions 
as they have discovered other services offered. 


Have a big variety of Christmas Clubs to choose 
from. Particularly recommend 

Rand M¢Nally’s. For their 
unique Clubtroller system 
speeds handling, cuts 
costs, eliminates need for 
ledger cards or sheets. 





For samples and full information, drop a line to: 


RAND McNALLY & COMPANY, CHRISTMAS CLUB DIV. 
405 PARK AVENUE..N.Y.22. BOX 7600. CHICAGO 80 
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RIG MOMENT at the banquet, Above, Lane Gormley of Atlanta, granddaughter of 


IBA President R. E. Gormley, draws from the 
contest, while Erskine Girard of American Express 
elow, Mr, Girard congratulates the winners, Mr, and 


American Express Compan 
and R. L. Mullins look on, 


Mea. W. FL Wenke of Pender, Nebraska, where 


box the winning ticket in the 


r. Wenke is president of the 


Pender State Bank, The prise was a trip to Bermuda for two, plus $250 in 


Travelers Cheques, 





the bill, And there wasn’t, until the 
time became opportune. Just before 
adjournment, with everyone anxious 
to go home, suddenly, as if out of 
nowhere, there developed opposition. 

It was too late to even hold hear- 
ings. The legislature adjourned. The 
bill died. It will now be two vears be- 
fore a bill can even be introduced. In- 
dependent banking is under attack all 
the time. Its opponents never sleep. 

I wonder sometimes what the non- 
co-operating banker is thinking about. 
He may not have read the poet who 
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mentioned that the strength of the 
pack is the wolf and the strength of 
the wolf is the pack, but it seems to 
me that he wouldn’t have to read 
poetry to know that. He should have 
known that when he was born. 

An organized minority can defeat 
an unorganized majority any time, on 
any battlefield. The leftists who work 
in Government know that. They op- 
erate on that thesis. Why an inde- 
pendent banker should think that he 
is big enough to go it alone is be- 
yond me. Hundreds of years ago, 





some old Greek philosopher, probably 
wandering around Athens in sandals, 
or barefoot, and wearing a kimona, 
observed that by failing others we 
quite often fail ourselves. 

Here in Texas, we have branch 
banking prohibited under the con- 
stitution, Many Texas bankers lie 
asleep in the sun thinking that the 
Constitution will protect them forever 
and ever against all contrary ideas. 
They know about as much of what 
goes on in Texas as they do about the 
current civil war in Indonesia. 

I would like to pause here and say 
that although I have had my entire 
banking career in Texas I do know 
what it is to operate and manage a 
bank with a distant landlord. I did 
that for nearly four years, and they 
were the most miserable years of my 
life-—miserable for me as manager 
and miserable for the owners—who, 
although bankers, were utterly un- 
able to understand the small town 
viewpoint, 


Doctrine of Concentration 


I recall one time that the owners 
told me; “You speak as if all the good 
people live in small towns.” I told 
them that 1 didn’t think that at all. 
A person can be just as mean, just as 
crooked, just as low-down and sorry 
in a small town as in any city. That 
is not the question. The difference 
lies in the fact that in a small town 
the news gets around faster, If some 
fellow isn’t worth a damn, everybody 
knows it—and knows it quick! 

I want now to deal with some situ- 
ations that I ran into while represent- 
ing you as president. | think you are 
entitled to know about them. I sat 
at a dinner table with a well-known 
savings banker. This individual is so 
well-known and regarded that three 
times a week he teaches a class at one 
of the leading universities. 

He told me that he taught young 
men and young ladies, age 19 and up, 
and that he taught them that in time 
there would be only three, or maybe 
five, large banking systems in the 
United States. He explained to these 
students that the banking business 
would gradually concentrate itself in- 
to a few systems. He pointed to the 
automobile industry as an example of 
his thinking. 

Of course, we had a little talk about 
that, but the point I want to bring out 
is that it is a terrible situation when 
such an idea even incubates, much 
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less hatches, and is taught to unsus- 
pecting young people, 1 don’t doubt 
the individual's integrity. I just doubt 
his intelligence, 

And then I had another experience. 
I sat round a table of some 15 people, 
of which all but two were zealous in 
their support of independent banking. 
I didn’t discuss it with them, and 
certainly didn’t want to argue with 
them, However, | was interested in 
knowing why they felt as they did and 
later I tried to find out, 

I found that they had been bitten 
by the expansionist bug. There were 
certain developments in their com- 
munities and in a desire to expand 
these people would pull down all the 
barriers, just because their town had 
started moving in a certain direction. 
They apparently overlooked the fact 
that other older and larger inatitu- 
tions might beat them to the draw, 
even if the barriers were down, They 
had never calculated on the odds. I 
don’t believe in changing the rules 
after the game starts. 

In another state, | found some 
bankers with very small operations 
ready to re-fight the battle of David 
and Goliath. One advocate of relax- 
ing the barriers would be fighting 
with a bank which annually pays its 
attorneys alone more than his bank’s 
payroll, from janitor to president. 
Can you imagine the outcome of a 
legal battle, or any other kind of 
struggle between the two? Would you 
call the man brave, courageous, or 
foolish? 


Story of a Flim Flam 


In one of the 48 states, two or three 
years ago, I attended the state con- 
vention, representing this association. 
A year previous a resolution had been 
adopted, authorizing a poll of the 
membership about branch banking. 
The poll was in quite some detail. The 
answers were in. The legislative chair- 
man gave the report. Over 90 per 
cent of those who answered opposed 
branch banking in any form. It 
sounded good. Later, I talked to the 
state secretary. “Everything is going 
to be all right in this state,” he said. 
Others made similar remarks. That 
was in May. 

The following February I was in 
the same state, but in the state house 
to represent this association. A bill 
had been introduced to permit branch 
banking in a limited form. That is 
standard procedure. The limited ap- 
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proach goes over better, The same 
legislative chairman was there. The 
same secretary was there. The incum- 
bent president was there—a small 
town, independent banker. 

Those who signed the docket were 
allowed five minutes. I signed for the 
association. The legislative chairman 
signed. The secretary signed and then 
yielded to the legislative chairman, 
who said that the majority of the 
banks were in favor of the bill. The 
president didn’t sign, didn’t speak. 
He looked terribly uncomfortable. But 
he was respectfully and dutifully 
quiet. 

I spoke for five minutes, entering 
our objections and a protest on be- 
half of our membership in the state. 
I filed a written statement. Time for 
testimony was over. 

The chairman and members of the 
committee began to ask questions, 
The chairman asked the bankers’ leg- 
islative chairman if he was sure that 
a majority of the banks were in favor 
of the bill. “Positively so,” the legis- 
lative chairman replied. He spoke 
with great assurance. | looked at our 
directory. His bank was not a mem- 


{i= banker, the mailman, and the 


printer combine to speed up delivery 
of bank checks to the user. When 
orders for imprinted checks were the 
exception rather than the rule—as 
they are now —banks cleared them 
in a jiffy and the mailman delivered 
them promptly, so service was fast 
or slow depending on what the 
printer did. 

This picture has changed. We can 
no longer claim fast service simply 
because our records tell us that 
99.06% of all orders were shipped 
within three days—as was the case 
in 1957. Banks are having difficulty 
clearing the orders simply because 
there are so many. Mail deliveries 
have slowed up because of sheer 
volume. The result is an increase in 
elapsed time as measured by the user. 
For the past two years we have had 
one man assigned to the job of con- 
tacting postal people and studying 
routing. He has received splendid 
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ber of our association. | checked later 
and found that it never had been. 

The chairman asked how many 
banks were in the state. The secretary 
gave a figure. The chairman asked 
what would be a majority. The secre- 
tary gave a figure. The legislative 
chairman began to show signs of 
nervousness. The president looked 
more uncomfortable. The chairman 
held up a folder filled with letters. 
The letters, he said, were from bank- 
ers who opposed the bill. He gave the 
number. Not one letter had been re- 
ceived supporting the bill. 


Discomfort Mounts 


The secretary began to get uncom- 
fortable at this point. This was an un- 
expected development. The president 
looked out the window. He was long- 
ing to be back at home. A fourth 
grader could calculate by mental 
arithmetic that the great majority of 
which the legislative chairman was 
positive didn’t exist, if the chairman’s 
letters were counted correctly. The 
legislative chairman had said that it 
was “all understood.” Of course, he 
was right about that. He didn’t say 





















cooperation from the authorities and 
in a number of instances has suc- 
ceeded in winning acceptance for 
changed handling procedure that 
has contributed to better service. We 
appreciate the problems confronting 
the post office department and we 
certainly recognize our dependence 
on its service. Almost to the same 
degree are we dependent upon the 
banker, so it might not be too pre- 
sumptuous ON our part to suggest 
that bankers examine their methods 
for processing orders. The quicker 
they start them on their way to us, 
the quicker we can get them in the 
hands of their customers. 


As time goes on, we anticipate a 
greater demand for faster service. 
With mechanized handling on the 
way, James C. Morrison can't use 
just any check; he has to use dis 
check and he must be supplied at 
all times. The three of us can join to 
make this possible. 








Manufacturing Plants at: 
CLIFTON, PAOLI, CLEVELAND, INDIANAPOLIS, CHICAGO, 


KANSAS CITY, ST. PAUL, DALLAS, CHATSWORTH 
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MOST POPULAR SPOT with the ladies was the Hospitality Room especially for 
them. Althea Humphreys of Texas Bank & Trust Company in Dallas, the hostess, 
hands a bottle of Coke to Mrs. Emil E. Placek of Wahoo, Nebraska. With Mrs. 
Placek is Mrs. Ella Winters, also of Wahoo. 


that it was “understood by all.” | 
looked at the president. He was in a 
difficult position, It reminded me of 
the time - - - 

Have you figured out what had 
happened in that state before the 
meeting at the state house? If you 
can’t figure it out then don’t enroll 
for the Harvard Seminar. That is an 
advance course. If you can’t figure 
what happened, you need the ele- 
mentary course, 

Maybe some of you are from Mis- 
souri. If so, you probably know that 
independent banking is under attack 
in that state, of all things, by a news- 
paper! The newspaper is one of a 
chain. Its editor came from a state 
where branch banking was the order 
of the day, and he found more things 
wrong with Missouri than a farmer 
can find wrong with Ezra Taft Ben- 
son. 


‘Contrary’ Anecdote 


This individual is as ornery in his 
viewpoint as one of my customers, 
who is known far and wide for his 
contrariness. One day my customer 
lost a sidewalk argument. As he 
walked away, a crony asked, “Where 
are you going?” “I’m going home,” 
he replied, “and see if the old lady’s 
got dinner ready. If she has, I’m not 
going to eat a bite, and if she hasn’t, 
I'm fairly going to raise hell.” This 
individual lists 17 charges against 
Missouri bankers. 

Listen! Missouri had branch bank- 
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ing for 50 years, and then dispensed 
with it in 1899, 

The Independent Bankers Associa- 
tion picked up 11 members in one dis- 
trict of Missouri last week. In one 7- 
county District in Missouri, every 
bank in the seven counties belongs to 
our Association. 


Blunt Question 


At another time, I was bluntly 
asked: “How long do you think the 
independent-dual system of banking 
can survive in America?” Just blunt- 
like, short as a jug handle, I got the 
question. What would you have told 
the inquirer? Well, in the first place, 
let’s eliminate the word “dual” from 
the question, because, if independent 
banking does not survive, it will be 
both state chartered and nationally 
chartered independent banks which 
disappear, and it will make little dif- 
ference in which system one works or 
subscribes or prefers. The question 
then would properly resolve itself in- 
to “How long do you think the inde- 
pendent banking system can sur- 
vive?” 

I was not taken aback nor non- 
plussed by the question because it 
happened to be one that I could an- 
swer. I don’t think my answer quite 
suited the the questioner, but I had 
the answer, anyhow. I wonder what 
would have been your answer? With- 
out pointing anyone out, let me pose 
the question to you. “How long do 
you think the independent banking 


system can survive?” Well, I'll tell 
you because I know. It will survive 
as long as the independent bankers 
want it to survive and are willing to 
fight to make it survive—and it won't 
survive any longer. 

If one expects Congress, or the leg- 
islature, or anyone, or any group, 
EXCEPT the independent bankers, to 
make it survive, then he should con- 
sult the Yellow Pages of the phone 
book. The psychiatrists are all listed 
in the medical classifications. 

Thinking is one of the hardest 
things that human beings have to do. 
It’s just hard work to think, or rea- 
son, or read, or write. It’s easy to buy 
the evening paper and read the head- 
lines, if the type is large enough, the 
arms long enough or the gaze steady 
enough. But to read a book, a pamph- 
let, a treatise, or to actually sit down 
and calculate, or put thoughts on 
paper isn’t easy. There are plenty of 
people reading and writing and cal- 
culating. Mostly, they are not on our 
side. 


Suggested Mental Exercise 


I would like to suggest a little men- 
tal exercise for independent bankers 
—a kind of refresher course. I believe 
it would be helpful. I am a great be- 
liever in putting things on paper. The 
eye is a better pupil than the ear. 

Try this for exercise. When you 
next pick up a banking publication, 
or any paper in which there appears 
an article about expansion over dis- 
trict lines, over county lines, into con- 
tiguous counties, any kind of an arti- 
cle about the banking problem or 
controversy in any big metropolitan 
area, do this for exercise. 

Lay the paper down. Then pick up 
a bank directory and locate the city 
or metropolitan area—New York, 
Philadelphia, Boston, Pittsburgh, any- 
where—and begin listing the banks 
according to size, the largest first and 
so on. When you have finished, pick 
up the paper and start reading. When 
a bank is named in the article, refer 
to your list. 

Odds are that the one named will 
be (1) either the first on the list or 
(2) one of the top three or (3) some 
combination of the three. It is always 
the big boy’s heart that bleeds to 
“serve his customers.” It’s always the 
biggest who long to expand. 

In September, I listened to several 
speakers as to why the New York 
district lines should be changed. Their 
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WINNER OF A PORTABLE TV offered as an exhibitors prize was O. B. Roberts 


(right) president of the Oil City Bank in Oil City, Louisiana, shown here with 


R. L. Mullins. 


customers were moving to the sub- 
urbs. They ought to be allowed to 
follow them to the suburbs. For my 
money, they should say: “We want 
to follow them.” Period. 

With further reference to the men- 
tal exercise, look ’way down the line 
on the list you have made. Find 
the 16th or the 28th or the 37th bank 
on the list. Have you ever seen an 
article in any bank publication where 
these wanted to expand or override 
the lines or pushed the matter? 

Why doesn’t the 30th bank on your 
list take the lead? Why doesn’t its 
name appear in the articles you read? 
I'll tell you. He is on the ground. He 
knows the situation. He has calculated 
his chances with No. 1 No. 2 and No. 
3. He knows the odds. 


Lambs and Wolves 


On top of all that, he may be a 
Bible student. He may have read the 
llth chapter of Isaiah, Verse 6. The 
prophet uses the future tense there, 
when he says, “the wolf shall dwell 
with the lamb, and the leopard shall 
lie down with the kid.” He says the 
time SHALL come. He didn’t say it 
was already here. 

I ran into another discouraging and 
and disconcerting thing. The small 


April 1958 


unit banker is not fully aware of his 
political power and prestige. He is 
too much defeatist in his attitude. It 
might even be said, but said quite 
charitably, that he is a poor loser. I 
know that needs some explanation. 

If he goes to the state house, or to 
Washington, and spends just a little 
time and doesn’t get exactly what he 
wants, and that darn quick, he re- 
turns home, discouraged and dis- 
heartened and downcast. He says, 
“What's the use?” 

The small town banker should learn 
more about the processes of govern- 
ment, how things are done. He should 
develop a little more stick-to-it-iveness 
and not be so impatient, or so easily 
defeated. He may have a good friend 
in Congress or in the state legislature, 
but there are other people in the 
world who have friends in Congress. 
The old cliche that “Faint heart ne’er 
won fair lady” is certainly true in this 
legislative business. Faint heart never 
won anything worthwhile. 

With reference to his political pres- 
tige, let’s examine the New York situ- 
ation. When the trouble started there 
and it became imperative that some ac- 
tion be had quickly, Governor Harri- 
man called for stopgap legislation until 
May 1, 1957. It was passed without a 





dissenting vote. When it became evi- 
deat that well-considered legislation 
could not be had by May 1, 1957, he 
called for stopgap legislation until 
May 1, 1958. That legislation was 
passed with only one dissenting vote. 


New Suggestion 


I am convinced that in many states, 
MANY states, independent bankers 
are strong enough now to secure the 
passage of legislation which would 
provide, in substance, that if a group 
of local people, who could meet all 
requirements for a bank charter, 
made application for such charter 
that no consideration be given by the 
chartering authority to any branch or 
holding company bank operating in 
that area. In other words, | think leg- 
islation could be had which would 
direct the chartering authorities to 
ignore the fact that the community 
was already served by a branch bank 
or a holding company bank. 

In my opinion, no such community 
is adequately served. If we believe in 
the things we say we believe in, let’s 
at least make a fight for them. Did 
someone say that this proposal would- 
n't work? How do you know? Have 
you ever tried it? I can hear someone 
say, “What about FDIC insurance?” 


Right there, in that very question, 
the independent banker needs to learn 
about ammunition. THAT is a ques- 
tion for somebody else. That is some- 
body else’s ammunition. Quit firing 
their guns. Propose the legislation 
and draw their fire. Let ’em shoot 
their own guns. 


Lauds Wisconsin 


Anyhow, the time has got to come 
when a federal agency is stopped 
from exercising veto power over state 
charters. Why not join the battle 
now? Why not take the offensive? 
Napoleon said that being put on the 
defensive is the first step toward de- 
feat. If you can’t win the proposal. 
it might confuse ‘em. It would draw 
some people out. 

The price of liberty is eternal vig- 
ilance, and that applies to our busi- 
ness. There should be more interest 
in the independent movement at state 
levels. I know there is interest in 
Michigan, Florida, California, Mis- 
souri, Nebraska and New York. Min- 
nesota has been organized for years. 

I have been particularly interested 
in the independent movement in Wis- 
consin. Perhaps there are other states 
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where the independent bankers are 
just as alert and active, but I have 
been to two Mid-Winter Conferences 
of the Wisconsin Bankers Associa- 
tion and have been particularly im- 
pressed by the interest there. 

In January, I had the pleasure of 
installing the first officers and Board 
of Directors of the Wisconsin Di- 
vision of The Independent Bankers 





Association. I would suggest that oth- 
er states model state divisions after 
the one in Wisconsin. 

The division operates within the 
State Association. Every time there is 
a meeting of Wisconsin bankers, the 
Independents have a breakfast, a 
lunch or a dinner. The bankers of 
Wisconsin know that one must have 
a friend before one is needed. You 


THE WESTERN BUFFET on the opening night of the convention was a resound- 
ing success. This shot shows part of the buffet table and some of the crowd, with 
Mr. and Mrs. Franklin Page of Hamilton, North Dakota, in the foreground. Mr. 
Page is cashier of the Bank of Hamilton. 








INFORMAL GROUP shown during social hour includes, from left, H. M. Clark- 
son, assistant vice president, Bank of Belle Fourche, Belle Fourche, South Dakota; 
Mrs. George DeBruin, Janesville, Wisconsin; George DeBruin, vice president of 
the Rock County Savings & Trust Company, Janesville, and Mrs. Clarkson. 
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can’t call the fire insurance agent 
after the house catches fire and get 
insurance. Life insurance companies 
don’t solicit insurance from people 
fixing to go into the operating room. 

In depression days, many small 
banks in Wisconsin were taken over 
by other banks and operated as “bank 
stations,” the idea being that the com- 
munities served by the weak or fail- 
ing bank would continue to have bank 
service. These stations, as might be 
expected, ripened into branches. They 
also ran into federal rulings, I pre- 
sume, which would allow a national 
bank to do anything a state bank 
could do. At any rate, the situation 
became so “branchy” that in 1947 the 
legislature froze the movement in its 
tracks. But, the taste lingers. The pro- 
ponents of multiple banking persist in 
wanting to break down the Wisconsin 
barriers. The Independent Bankers of 
Wisconsin don’t intend for them to do 
so. 

I recommend the Wisconsin move- 
ment. I don’t see how it could be im- 
proved upon very much. There is a 
director for each congressional dis- 
trict. It is a simple, workable plan. 
Our office will do all the preliminary 
work, circularize the membership, ask 
for nominations, conduct the elections 
and finally, if requested, install the 
officers. But somebody in your state 
must move. Would it be advisable to 
take such a step in your state now 

. or, would you rather wait until 
the house catches fire and then scream 
for help? God helps those that help 
themselves. 

That is the story. That is my re- 
port. I hope it has been of some use 
to you. 


” FeBisho P 


*“He’s laying the cornerstone and it’s 
the first honest work he’s done in 30 
years.” 
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AT CONVENTION 


Rep. Curtis Says He'll Push 
His Tax Equality Measure 


ke is quite an honor to appear before 
this group of practicing economists 
and experts in interpreting the fed- 
eral tax laws. There are not many 
groups who combine these two talents 
in the business world, but certainly 
the bankers meet this test. 

I chose as my topic tax differen- 
tials and tax preferentials because I 
believe that an understanding of the 
difference between a tax differential 
and a tax preferential will go a long 
way in easing some of the unneces- 
sary friction that exists between the 
many competing segments of our 
economy. 

This friction is badly damaging the 
private enterprise system because it 
is giving rise to public accusations of 
“greedy” self interest, of special in- 
terest, and of a variety of acts of un- 
ethical conduct, not by persons in- 
tent on bringing about a socialist 
state in America, but by businessmen 
themselves, one against the other. 

The public, you may rest assured, 
takes all of this in and ends up with 
the idea, with the help of the social- 
ists, that there is something unsavory 
about business, the profit motive and 
that he as a consumer more than he 
as a taxpayer is paying for it. 


Perspectives Change 


Of course, the very person who 
comes to this conclusion is oft-times 
a business man himself. But just as 
the motorist driving to work cusses 
out the pedestrian crossing in front 
of his path, so having parked his car 
he cusses out the motorist who honks 
at him as he is crossing the street. 
People lose their perspective that 
quickly. 

If your industry has a tax differen- 
tial it is surely a differential and not 
a preferential. If it is a competitor it 
is apt to be surely a preferential and 
not a differential. But there is a way 
of determining just what a difference 
in tax treatment really is. 

A tax differential seeks to measure 
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nual convention of the Independ- 
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sociation at 
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mutual savings banks could ac- 
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it the deduction for dividends 
paid on share accounts to 3 per 
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some economic difference between 
two different taxpayers, or the differ- 
ence may arise because of economic 
differences in the businesses or it 
may arise because of the difference 
in the transaction involved. Or the 
difference may arise because of some 
difference in the individuals. 

Let me illustrate by taking a matter 
which is dear to the hearts of many 
Texans. Is the oil depletion allowance 
a tax preferential? Outside the oil 
states it is generally so regarded. 
Probably the majority of this audi- 
ence would regard it as a preferential. 
A few might even deny that there is 
any basis at all for a differential. 
Certainly there are many loud voices 


in the Congress today stating that the 
depletion allowance for the extractive 
industries should be completely elimi- 
nated. 


Question of Legality 


Actually, any law completely elimi- 
nating the depletion allowance grant- 
ed to the extractive industries would 
either be unconstitutional itself or 
render unconstitutional the basic tax 
law which no longer grants a deple- 
tion allowance. 

The sixteenth amendment certainly 
granted extensive powers in the field 
of taxation to the federal government, 
but it did not grant the power to levy 
a tax upon capital. On capital gains, 
yes, because it permits a tax upon in- 
come from any source, but it does not 
permit a tax upon capital. 

The depletion allowance in our fed- 
eral tax laws is simply a method of 
excluding that portion of the money 
derived from the sale of the extracted 
mineral which is equal to the capital 
which has been invested. 

But there was a difficult problem 
when the first depletion allowances 
were set arising from the fact that 
ore deposits were bought and sold, 
so the question became not what the 
ore deposit cost the original dis- 
coverer, but what it cost the operator. 

In order to prevent the economic 
result of much fictitious selling back 
and forth to erase the effect of the 
1916 date when the income tax first 
began, the tax writing authorities per- 
mitted the taxpayers to equalize the 
situation. 


Arbitrary Formula 


Then came the question of what the 
portion of the ore extracted was in re- 
lation to the entire ore body. This re- 
sulted in an arbitrary formula seek- 
ing to measure a situation through 
geological science of the day. 

Finally, the point was brought out 
that return of original capital was not 
the real problem involved. Once the 
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ore body was depleted the business 
based upon the ore body was out of 
business unless it could go to work 
on a new ore body. The argument was 
advanced that the return of capital 
should be based upon what it cost to 
replace the ore body by its equivalent, 
just as a manufacturing company 
could go on the market to replace its 
worn out machinery. The trouble was 
that replacing an ore body was specu- 
lative while replacing a piece of ma- 
chinery was rather a certain thing. 

I have just sketched over this situ- 
ation rapidly and in generalities to 
establish the fact that percentage de- 
pletion was an attempt to measure an 
economic difference existing in ex- 
tractive industries and not existing 
in other industries. Now, if the differ- 
ences are inaccurately measured by 
the tax allowance there can be a pre- 
ferential, or indeed there can be a 
burden depending upon where the 
error in measuring the economic dif- 
ferences lies. 


Life Insurance Taxes 


So a few years ago I conducted 
hearings as chairman of the subcom- 
mittee of the Ways and Means Com- 
mittee set up to try to figure out how 
to tax life insurance companies. There 
are many differences in the life in- 
surance business which distinguish it 
from other types of tax paying busi- 
nesses. 

Probably the easiest to see is the 
fact that it takes 100 years to deter- 
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mine what profit or loss has actually 
occurred from placing a certain group 
of life policies on the books. Not until 
the last beneficiary of the group has 
died can one really tell. But taxes 
must be paid so a method is sought 
to measure the loss or gain by some 
arbitrary but reasonable formula. 


Evaluation Problem 


Furthermore, just as the state re- 
quires certain reserves in the banking 
industry, so the state requires certain 
reserves of the life insurance industry. 
Indeed, regardless of state require- 
ments prudent business judgment dic- 
tates the establishment of reserves. 
This is another economic differential 
that must be measured. 

In the discussion of just how we 
should measure the economic differ- 
ences in the life insurance industry it 
became quite clear that the result 
could be a preferential tax treatment 
for the life insurance industry. 

There are many people, business- 
men in particular, who state that the 
life insurance companies receive a 
preferential tax treatment. My an- 
swer is that that is entirely possible, 
but it certainly isn’t the intention of 
those who wrote the tax formula (Mr. 
Mills and myself in this instance) to 
reach this result. It is a subject for 
fair discussion and fair debate and 
the basis of the discussion should be 
on economics as best we can evaluate 
them. 

I have deliberately undertaken to 





open up the discussion on tax pre- 
ferentials and tax differentials apart 
from HR 8737, my bill to equalize 
the tax treatment of commercial 
banks with savings and loan institu- 
tions and mutual banks. I wanted to 
start out in neutral territory. 

Now commercial banks and mutual 
banks and savings and loan institu- 
tions are granted tax differentials. 
There isn’t an organization doing 
business in America that does not 
have some tax differential (preferen- 
tial if the differential does not accu- 
rately measure the economic differ- 
ence). 

The question HR 8737 raises is 
this .... is there an economic differ- 
ence between commercial banks and 
these other forms of institutions? 
Personally, I think there is a differ- 
ence but I do not believe it is in the 
ratio of 5 to 12 with respect to re- 
serves. It may be as some of the bank- 
ers are seeking to establish that the 
basic ratio for banking institutions 
should be more than 5 per cent. 


Cites Differences 


I do know that there are differences 
between banks and other businesses, 
and differences between types of 
banks and other savings institutions 
and we must get them out in the open 
to evaluate these differences. Even 
after doing that there is much room 
for differences in judgment. 

I am quite familiar with savings 
and loan institutions, having served 
on the board of directors of and rep- 
resented as a lawyer the oldest sav- 
ings and loan institution in Missouri 
for the past 17 years. 

I think there is an important econ- 
omic difference between savings and 
loan and commercial banks. Some 
savings and loan companies have 
sought to narrow that difference by 
acting more like commercial banks 
than it would seem the laws establish- 
ing them intended. In speaking be- 
fore a savings and loan group recent- 
ly I suggested that if they expected 
differential treatment they should 
maintain the difference they expect 
to have measured. 


‘I'll Push Bill’ 


Now I want to correct a misappre- 
hension many people have had about 
the introduction of HR 8737. Since 
I have introduced it the savings and 
loan people have made statements that 
I do not intend to push it. Certain 
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bankers have thought, with more rea- 
son I must confess, that I am wedded 
to the formula set out in my bill. 
Neither statement is true. I do intend 
to push the bill and I have pushed it. 
I am not wedded to the formula in 
the bill as I stated to the group who 
originally asked me to introduce it 
at the time | introduced it. 

I am convinced that every differen- 
tial that we put into the tax code 
needs periodic checking, because what 
was accurately a differential one day 
can become preferential the next day 
or a burden as economic factors in 
the industry or elsewhere change. 

So I honestly believe that 2714 
per cent allowance for oil depletion, 
though possibly realistic in the 1920s 
when it was set, is unrealistic in light 
of modern geologic science. I further 
suggest to the oil industry again—I 
have suggested it before—if the in- 
dustry itself does not try to keep the 
differential accurate, the day may 
come when someone attempting to 
make it more accurate in his zeal will 
go too far and make it a burden. 


Review Needed 


I have said the same thing to the 
life insurance industry and to the 
savings and loan industry. The way 
the 12 per cent differential has been 
working out it looks as if it has been 
preferential. My purpose in introduc- 
ing HR 8737 is to bring about a re- 
view of this differential, just as | 
have introduced other legislation de- 
signed to bring about reviews of oth- 
er differentials. Now it is up to the 
parties in interest to come in with 
their facts and establish their case. 

To the commercial bankers your 
case is to show there is no economic 
difference that requires measuring be- 
tween yourselves and mutual banks 
and savings and loan. Personally, I 
believe there is some difference but 
that it is not as much as 7 percentage 
points. The matter is now in the 
hands of the Committee. Hearings 
have been held and we will now 
weigh the data we have. 


Regrettably in these days of needs 
for federal revenues, the case for a 
greater differential than 5 per cent 
for the commercial banks and so an 
equalization upward is hard to estab- 
lish. The case for a downward meas- 
uring of the savings and loan is 
easier. Frankly, in the interests of 
real growth and stability in our econ- 
omy this should not be a factor in 
our present studies. 
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Furthermore, in the interests of the 
federal tax take over a period of time 
this should not be a factor. Impedi- 
ments to economic growth and stabili- 
ty, and I submit that preferential tax 
treatment amounts to just that in the 
long run, diminish the federal reve- 
nues. Removal of these impediments 
though possibly producing an im- 
mediate loss in revenue in the long 
run are more than recouped. 


Tax Rate Factor 


I want to go on to discuss another 
matter that lies behind the aggrava- 
tion we are experiencing today in this 
area of tax differentials. It results 
largely from the high rate of taxes. 
When the rate of taxes is high any 
difference in the tax treatment is cor- 
respondingly great. That is why I 
have felt it is almost impossible to 
write fair tax laws when the rates 
are high. 

In order to do a proper job of tax 
revision I believe we are going to 
have to tackle tax rates first broaden- 
ing the base at the same time we low- 
er the rates so that the take may re- 
main adequate. Then we can get into 
the subject of tax philosophies and 
equalizations. 

The second factor that has aggra- 
vated our present attempts to cope 


with the problems, has been the effect 
of inflation on our tax structure. One 
immediate effect which many people 
seem unaware of is that through in- 
flation, without one stroke of the leg- 
islator’s pen, we have raised the tax 
rates of all people and all businesses. 
We have simply multiplied the old in- 
comes by two and so thrown them all 
into higher brackets. 


Percentage Values 


But through another part of the 
law a capital levy has been imposed 
on all businesses except those which 
happened to be blessed with tax dif- 
ferential measured in terms of per- 
cent rather than fixed dollars. To il- 
lustrate, most industries had their de- 
preciation accounts stated in terms of 
dollar cost, rather than replacement 
cost, therefore, the depreciation de- 
ductions allowed by the tax laws were 
only half what the cost of replacement 
under the effects of inflation turned 
out to be. The extractive industries on 
the other hand, having their replace- 
ment costs already on a replacement 
basis and then on top of that on a 
percentage basis, did not have this 
capital levy laid against them. 

So the life insurance industry hav- 

(Continued on page 31) 
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Harvard Economist Declares 
Monetary Policy Fails Again 


My presence here this morning, if 
it accomplishes nothing else, will at 
least attest to your tolerance. For it 
is my purpose to question, and ques- 
tion sharply, economic policies with 
which the banking community has 
long been identified and much of 
which it has as long favored or, at a 
minimum, taken for granted. 

I confess that I find some comfort 
in the fact that these policies have 
traditionally been regarded with less 
favor by country banks than by city 
banks and by the smaller banks than 
by the large. In this particular gath- 
ering I shall have on my side some 
of the iconoclasm that was once as- 
sociated with frontier finance. I hope 
I can do something to encourage this 
attitude. 


How Policy Should Work 


The policy which I am about to 
assess is usually described as mone- 
tary policy. In recent years, it has 
collected a variety of synonyms. “The 
tight money policy” has been the 
mildest appellation of those who do 
not like it. Those who approve have 
referred to it as “the policy of wise 
monetary restraint.” 

But, by whatever name, it is the 
policy which seeks to regulate the 
course of the economy—to counter 
inflation and, more hopefully, also de- 
flation—by the discouragement and 
the encouragement of bank lending. 
The discouragement, as everyone in 
this gathering is duly aware, is ac- 
complished by raising interest rates 
and by operating, in one way or an- 
other, on bank reserves in order to 
limit the supply of funds which the 
banks have for loan. 

The cutting edge of this policy 
comes in its effect on business in- 
vestment. Businessmen who cannot 
borrow cannot spend. The reduction 
in business spending in time of in- 
flation—so it is hoped—will reduce 
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total spending and thus the pressure 
of demand on the supply of goods. 
Inflation, we have often been told, 
occurs when too much demand is in 
pursuit of too few goods. The simple 
purpose of monetary policy is to cut 
down that demand. 

Spending in the economy, or total 
demand, is made up of the total of 
three aggregates—spending by con- 
sumers, by government, and by busi- 
nessmen of all kinds and classes in- 
cluding farmers. Monetary policy 
does not significantly affect govern- 
ment spending, although in recent 
times some state and local borrowing 
has been postponed because of high 
interest rates. 


It is not seriously argued, even by 
its friends, that monetary policy has 
any very marked effect on consumer 
saving or on consumer borrowing, 
that for real estate apart. Instalment 
borrowing, the principal form of con- 
sumer borrowing apart from housing 
finance, is unresponsive to changes 
in the interest rate. 


Must Examine Effect 


Thus it is to the effect of monetary 
policy on business investment, in- 
cluding residential construction, that 
we must look. If the policy is to be 
effective against inflation, such in- 
vestment must be reduced or re- 
strained. I stress this simple but vital 
point. 

Monetary policy cannot affect the 
price level except by affecting the 
volume of business investment. Those 
who suggest that it somehow can are 
attributing to the policy magical qual- 
ities which it does not have. Nothing 
would be more valuable for the ad- 
ministration of the American econ- 
omy than occasional recourse to re- 
liable magic. It would be useful now 
for eliminating unemployment. Un- 
fortunately, none is available. 


More Doubts 


I have been speaking of the way 
monetary policy is presumed to act 
to prevent inflation which until re- 
cently has been our problem. In re- 
verse, through increasing the supply 
of loanable funds and lowering in- 
terest rates, the policy is assumed to 
be a remedy for recession or depres- 
sion. However, here good friends of 
the policy again have doubts. It may 
be possible to discourage borrowers 
by high interest rates in bad times. 
As bankers have long suspected, busi- 
nessmen will not borrow merely be- 
cause money is cheap. They must al- 
so see a way to make money, and it 
is the nature of depression that this 
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prospect is either dull or lacking at 
such times. 

Such is the policy. It has a long 
history. In Britain throughout the 
19th century the Bank of England was 
probably able through the increase or 
decrease of the bank rate—in prin- 
ciple the rate of interest at which it 
stood ready to lend money to those 
who in turn were in the business of 
lending money—to have some influ- 
ence on the British banking and busi- 
ness life. 

The circumstances then were espe- 
cially favorable. The world was most- 
ly at peace. There were no restraints 
on the international movement of 
capital funds; these were free to move 
anywhere in pursuit of a higher re- 
turn. An increase in the rate of in- 
terest would bring funds to England 
to take advantage of the higher earn- 
ings. A reduction would bring bor- 
rowers instead. Thus the volume of 
bank reserves could be influenced 
with some precision. 

The British économy of the last 
half of the last century was exposed 
by free trade to the competition of 
the rest of the world. One can assume, 
as a result, that it was fairly sensitive 
to higher interest costs which meant 
higher carrying charges for new in- 
vestment, or to lower interest costs 
which bespoke a favorable opportuni- 
ty for expansion. 


Room for Debate 


There is much room for debate on 
the extent of the effect of the bank 
rate on the British economy—how 
much investment was encouraged or 
discouraged and to what extent prices 
were inflated or deflated. Perhaps it 
derived some prestige from its posi- 
tion as a kind of Victorian conversa- 
tion piece. But perhaps it worked. 

Given this rich and hallowed back- 
ground—one, incidentally, that ac- 
corded a position of considerable 
prestige to the banker—there has 
been a notable, and perhaps under- 
standable, reluctance to reflect on the 
recent experience with monetary poli- 
cy. This experience has been uni- 
formly unfavorable. Indeed, when one 
looks at this experience, one can only 
conclude that many friends of mone- 
tary policy are saying that it works 
only because they so badly want it to 
work, 

Already in the last century it was 
being noticed that periods of high 
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interest rates—of tight money—were 
regularly followed by a slump in 
business activity. The boom was be- 
ing cured by a remedy which, un- 
fortunately, was worse than the orig- 
inal disease. The point was drama- 
tized when rates were tightened after 
World War I and the sharp depres- 
sion of 1920-21 insued. The Federal 
Reserve only narrowly escaped blame 
for the depression and it did not 
escape severe criticism. 

The more recent experience has 
been even more unsatisfactory. In the 
late 1920s the Federal Reserve shoved 
interest rates to high levels—in 1929 
the rediscount rate was raised to six 
per cent. It failed utterly to curb the 
great stock market boom of those 
years. But the high rates—one does 
not know whether it was accident or 
cause—were again followed by a 
gruelling depression. 


Once More, Failure 


In the 1930s interest rates were 
greatly eased without any perceptible 
effect in easing the depression. Mone- 
tary policy was in abeyance during 
World War II, but thereafter it had 
a revival, It was billed as a substitute 
for more difficult or disagreeable poli- 
cies. In recent years, high money rates 
have been the principal, and indeed 
one can say the only, economic policy 
of the Administration. They have car- 
ried the whole burden of the war 
against inflation. On any reading of 
the record one must indeed conclude 
that hope springs eternal. 

On any straightforward view of re- 


cent experience, the policy has failed 
once more. Recent experience has 
shown that the policy apart from its 
cost—which no one would begrudge 
if it worked—has three substantial 
shortcomings. 

e It discriminates between large 
and strong borrowers on the, one 
hand and smaller and more vuiner- 
able borrowers on the other. 

e It doesn’t do its job. 

e There is indication that it is 
dangerous. 

This is a substanital indictment. 
But let us reflect for a moment on 
the evidence. 

First, as to the discrimination. Un- 
like the small business firm or, for 
that matter, the school district, the 
large corporation can pass the higher 
interest charges of a tight money 
policy along to the customer. 

At least for a considerable time, 
the large firm can also contract out 
of a tight money policy by turning 
from the banks to the open market. 
Or, through higher prices and re- 
tained earnings, it can get investment 
funds from customers and stockhold- 
ers. 

In recent years, the complaints of 
smaller businessmen and farmers 
about monetary policy have been per- 
sistent and bitter. Larger corpora- 
tions, on the whole, have viewed 
monetary policy with equanimity or 
even approval. 

It would be a mistake to dismiss 
this difference in attitude as merely 
reflecting a difference in fortitude or 
by saying that small businessmen and 
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farmers are chronic crybabies. And 
even Chairman Martin of the Board 
of Governors of the Federal Reserve 
System has tacitly conceded the dis- 
crimination in favor of the larger 
firms. 

Martin’s View 


In testimony before the House Se- 
lect Committee on Small Business last 
November 21, he observed that “The 
economy has been undergoing a ‘capi- 
tal goods boom’ and capital goods in- 
dustries as well as industries requir- 
ing heavy capital investment are gen- 
erally characterized by large-scale en- 
terprises.” 

To say that these larger firms were 
able to have an investment “boom” 
was, of course, to say that the tight 
money policy did not interfere at all 
with their investment. Investment of 
large firms during the period of ac- 
tive monetary policy did show a far 
greater rate of increase than that of 
farmers, residential builders, and oth- 
er smaller businessmen. 

All thoughtful people will wonder 
about a policy which by its nature fa- 
vors the large and the strong at the 
expense of the small and the less 
strqgng. Members of your group will 
be ‘especially concerned. It is your 
customers who bear the brunt of 
monetary policy. 

Next, as I have noted, the policy 
hasn’t done its job. The purpose of 
monetary policy was to stop inflation. 
Inflation means the persistent increase 
in prices. No policy can evade the 
test of results. As monetary policy 
was applied with increasing severity 
over the two years ending last au- 
tumn, prices rose with equal persist- 
ence. They are still rising. 


Fever Appears Chronic 


Let us assume that in February, 
1956, a physician began prescribing 
for a patient with a chronic fever. 
The fever continued unabated and has 
continued ever since. Would not doc- 
tor and patient by now be wondering 
about the efficacy of the remedy? 
Should we not take an equally clini- 
cal view of economic policy? 

Nor is it an answer that, in the 
absence of active monetary policy, in- 
flation would have been worse. Be- 
cause the Administration was relying 
on tight money it was not doing the 

_other things that needed to be done. 
Monetary policy failed because it does 
not come reliably to grips with total 
spending in the economy. And it 
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about the advisers he’s surrounding 
himself with.” 


failed because it does not come to 
grips at all with the problem of the 
wage-price spiral. All this is to say 
that the policy doesn’t really deal with 
the problem of inflation. Hence, in 
relying on it the Administration was- 
n’t really dealing with inflation. 

Finally, just as the ineffectiveness 
of the monetary policy is now a mat- 
ter of experience, so, sadly enough, 
are its dangers. The most mercurial 
of the sources of spending in the 
economy is that for business invest- 
ment. This investment depends on an 
estimate of the future. It is subject to 
a great variety of influences. As a 
result, it is subject to large swings 
with large consequences for the eco- 
nomic system. 

Those of us who have thought 
monetary policy dangerous have wor- 
ried about a policy which tampered 
with this most unpredictable part of 
the economic system. A policy which 
might not affect business spending for 
a long period might at some point 
affect it too well. There is risk in all 
economic policy, but there is special 
risk in trying to affect investment 
outlays. 


Investment Shrinks 


We are now suffering from a seri- 
ous shrinkage in investment and 
therewith a sharp drop in incomes, 
output, and the work week, and a 
heavy increase in unemployment. This 
is what has followed so often before 
in the wake of a tight money policy. 

Experience can at times be a very 
emphatic teacher. Perhaps she knows 
how deeply we are wedded to our 
economic preconceptions. This time 
she has excelled herself. We now 
have the recession which is the tradi- 





tional risk in long-continued mone- 
tary policy without the price stability — 
which the policy was meant to pro- 
vide. If a policy must fail, there is 
something to be said for having the 
failure categorical. 

We may hope that the lesson has 
been learned. I don’t think we can 
be completely sure. Those who are de- 
voted to monetary policy have a faith 
that surpasses understanding. Some 
will now begin to argue—and on form 
this is more than a minor danger— 
that the recent failure was really a 
deeply disguised and highly sophisti- 
cated success. Those who criticize are 
looking only at the obvious. Or the 
supporters of monetary policy will 
say, as many are now saying, that 
the policy was carried on too long. 
The Federal Reserve should have re- 
laxed interest rates and money supply 
late last summer when the signs be- 
gan to go sour. No one mentions that 
this was a time when prices were 
rising at an unprecedental rate. 

I hope that none of you will fall 
for these excuses. For the case against 
monetary policy is not just an inter- 
esting point of view. It is a matter of 
deep and abiding importance both to 
your industry and to the whole coun- 
try. We cannot regulate and guide the 
American economy by juggling in- 
terest rates and bank reserves. Until 
we rid ourselves of that notion we 
shall be in danger of doing serious 
harm to the economy and equally 
serious harm to the banking industry. 


Need Sterner Measures 


If we are to have economic stabili- 
ty in the United States, we shall have 
to rely on policies far more difficult 
and demanding than those of recent 
years. When inflation threatens, we 
will have to dry up excess purchasing 
power by a budget surplus and debt 
retirement. (Depression, of course, 
calls for the opposite remedy.) This 
is a far more certain and, above all, 
a far safer way of regulating the level 
of demand than by manipulating in- 
terest rates. It is also harder to do, 
and so long as we have hopes for 
monetary policy we will not face up 
to its difficulties. 

And sooner or later, if we are to 
have full employment and price stabil- 
ity, we must have a wage-price policy 
which makes it far harder than now 
to increase wages and prices and 
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San Diego, California—Fred 
Gurney and Paul M. Jeffrey have 


been elected assistant cashiers of the 





MR. GURNEY 


MR. JEFFREY 


San Diego Trust and Savings Bank, 
it was announced by James W. Sef- 
ton Jr., president. 

Mr. Gurney, who joined the bank 
in 1946 as a teller, has been in charge 
of the Appraisal Department for the 
last two years. He formerly was a 
newspaper reporter. 

Mr. Jeffrey joined the bank in 
March of 1921 and since has served 
in all commercial departments, most 
recently as manager of the note de- 
partment. 
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Erie, Pennsylvania—Three 
changes in executive personnel at the 
First National Bank have been an- 
nounced. Roy C. Mauer, First Na- 
tional president since 1950, was 
named chairman of the board. 
Charles J. Heimberger, who had 
served as executive vice president 
since 1950, was advanced to presi- 
dent, and J. C. Spencer, who had 
been chairman of the board, was 
named chairman of the executive 
committee. 

All three of the executives are na- 
tives of Erie and together they rep- 
resent 116 years of service with the 
oldest and largest bank in north- 
eastern Pennsylvania. 
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Harrisburg, Pennsylvania— 
The 3lst annual Trust Conference of 
the Pennsylvania Bankers Associa- 
tion will be held April 11 at the Penn- 
Harris Hotel here, it was announced 
by Harold E. Bright, chairman of the 
PBA Trust Division and senior vice 
president and trust officer of the 
Berks County Trust Company in 
Reading. PBA President O. Albert 
Johnson, vice president and treasurer 
of the Hamlin Bank & Trust Com- 
pany in Smethport, will address dele- 
gates at the conference. Robert L. 
Myers Jr., Pennsylvania secretary of 
banking, also will address registrants. 
A number of reports will be pre- 
sented. 

® 


Waterloo, Iowa—Election of 
Earl C. Glasson as vice president and 
: trust officer of the 
Peoples Bank & 
Trust Company 
has been an- 
nounced by 
George E. Allbee, 
president. Mr. 
Glasson, an at- 
torney, is former 
president of the 
Iowa Title Asso- 
ciation and the American Title As- 
sociation. He assumed his new duties 
April 1. A director of the bank since 
1945, Mr. Glasson for 21 years was 
general manager and president of 
the Black Hawk County Abstract 
Company, which he organized in 
1926. 


MR. GLASSON 
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Minneapolis, Minnesota— 
Leonard P. Reiland of St. Paul, sec- 
retary-treasurer of a machine tool 
company, has been elected to the 
board of directors of the Columbia 
Heights State Bank. Bank directors 
also advanced Arthur L. Gluek, pres- 
ident of the bank, to chairman of the 
board, and named Edward H. Stotes- 
bery to succeed Mr. Gluek as presi- 
dent. Mr. Gluek has been associated 
with the bank since it was founded 
in 1937 and served as president the 
entire time. Mr. Stotesbery, active in 
banking and finance for 14 years, 
has served as executive vice president 
of the University National Bank of 
Minneapolis since 1955. 


Paducah, Kentucky—tThe first 
stock dividend in the 10 year history 
of The Paducah Bank has been voted 
by stockholders, it was announced by 
President M. O. DeJarnatt. Previous- 
ly, the bank had declared only cash 
dividends. The bank had resources 
of $4,678,603 at the end of 1957. 


& 

Chicago, Illinois—Appointment 
of J. Leonard O’Brien as manager of 
the Real Estate Department of the 
Southmoor Bank & Trust Company 
was announced by Lewis E. Corring- 
ton Jr., president. For the past 10 
years Mr. O’Brien has headed his 
own real estate firm in Hinsdale, II- 
linois. 
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N. B. MATTHEWS (center), president of the Basin State Bank, Stanford, Mon- 
tana, and IBA director for that state, chats with two other conventioners from 
Montana, Mr. and Mrs. C. S. Moore of Cascade, where Mr. Moore is president of 


the Stockmens Bank. 


Dallas, Texas—George S. Sutton 
has been elected a senior vice presi- 
dent of the First National Bank. Mr. 
Sutton, who 
joined the prede- 
cessor American 
Exchange Nation- 
al Bank. as a run- 
ner in 1919, is 
head of First Na- 
tional’s instal- 
ment loan depart- 
ment. Named as- 
sistant vice presi- 
dents were Sam F. Holmes Jr., and 
Holt Malone. Promoted to assistant 
cashiers were S. D. Arnspiger, John 
Rawles Fulgham Jr., Kenneth D. 
Heath and James H. Rush. 

Assistant Cashier Robert B. Neff 
was given the additional title of as- 
sistant trust officer, and Harry C. 
Mayer was elected assistant trust of- 
ficer. 





MR. SUTTON 


New York, New York—Theo- 
dore Fischer, who has been an asso- 
ciate editor of “Banking” magazine 
for the past four years and a mem- 
ber of its staff since 1948, has been 
appointed assistant director of the 
News Bureau of the American Bank- 
ers Association. 
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Miami, Florida—Promotion of 
three Riverside Bank officers from as- 
sistant cashier has been announced 
by Tully Dunlap, president. Mary W. 
Rhodes and E. Stanley Davenport 
were made vice presidents. Mrs. C. 
M. Holloway was advanced to assist- 
ant vice president. 


Elgin, Nebraska—NMiss Delores 
Henn has been named an assistant 
cashier of the Bank of Elgin. Presi- 
dent George A. Wright reports an in- 
crease in the surplus account of $15,- 
000, making the total surplus $75,- 
000. 

& 


Chicago, Illinois—William C. 
Schumacher, executive vice president 
and a director of International Har- 
vester Company, has been elected a 
director of La Salle National Bank. 
He replaces Robert P. Resch, retired. 


St. Paul, Minnesota—Appoint- 
ment of Merritt R. Gamache as St. 
Paul superintendent of agencies for 
the Western Life Insurance Company 
has been announced by Robert L. 
Utne, regional sales vice president. 
Mr. Gamache is a native of Grand 
Rapids, Minnesota, and was head of 
the Speech Department at Loras Col- 


lege in Dubuque, Iowa, before enter- 
ing the insurance business. 


Stockton, California—Califor- 
nia’s second oldest bank operating 
under its original charter has changed 
its name from Stockton Savings and 
Loan Bank to Bank of Stockton. R. 
L. Eberhardt, president of the 91- 
year-old institution, said the change 
was made to avoid any possible mis- 
conception that the bank was a sav- 
ings and loan institution. 

Two new directors were named to 
the board. They are Lindsay W. 
Cochran, nationally known grower, 
packer and shipper, and Robert M. 
Eberhardt, the bank’s assistant vice 
president and assistant secretary. 


Donnellson, lowa—tThe Citizens 
State Bank reports it has added $25,- 
000 to its capital, making the bank’s 
capital structure a total of $280,000. 


Billings, Montana—O. M. Jor- 
genson, chairman of the board, Se- 
curity Trust & Savings Bank, has an- 
nounced promotion of D. S. Ander- 
son from assistant vice president to 
vice president and election of William 
C. Magelssen as assistant cashier. Mr. 
Anderson joined Security as a mes- 
senger in 1927 and had served as as- 
sistant vice president from January, 
1950, until his latest promotion. Mr. 
Magelssen, a 1949 graduate of the 
University of Montana, joined Secur- 
ity Trust in 1950 as bookkeeper. 


Augusta, Georgia—Thomas M. 
Blanchard, an Augusta realtor, has 
been elected to the board of directors 
of First Railroad & Banking Com- 
pany of Georgia, parent firm of Geor- 
gia Railroad Bank & Trust Company. 
Mr. Blanchard will fill the vacancy 
created by the death of Harry W. 
Jernigan, one of the founders of the 
company. 

Georgia Railroad Bank & Trust 
Company elected six new directors, 
all sons of present or former mem- 
bers of the board. They are Harry W. 
Jernigan Jr., George A. Sancken Jr., 
Grover C. Maxwell Jr., Henry H. 
Claussen, C. P. Boardman Jr., and 
William A. Garrett. 
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Clayton, Missouri—The St. 
Louis County National Bank has 
started an extensive modernization 
and expansion program, according 
to John F. Lilly, chairman and presi- 
dent. Mr. Lilly said the program 
calls for expansion of facilities for 
almost every one of the bank’s de- 
partments, with an addition of 11,526 
square feet of floor space in the main 
building plus anew and larger drive- 
in area. 

First step in the program is con- 
struction of five new drive-in teller 
stations to be located south of the 
present parking lot. The property, 
formerly occupied by a motor com- 
pany, was leased by the bank last 
year. 

Bank Building and Equipment 
Corporation of America is handling 
design and construction. Completion 
of the project is scheduled for Sep- 
tember 1, 1959. 


Chicago, Illinois—Daniel F. 
Kemp has been promoted to assistant 
vice president 
and trust officer 
of the La Salle 
National Bank. 
Also announced 
by Harold Mei- 
dell, president, 
were promotions 
to assistant vice 
president of Rob- 
ert J. Avery and 
Harry B. Allison. Mr. Kemp, a grad- 
uate of Knox College and the Uni- 
versity of Michigan’ Law School, 





MR. KEMP 





MR. AVERY 


MR. ALLISON 


joined the bank in 1950 and was ap- 
pointed a trust officer in 1952. 

Mr. Avery came to La Salle in 
1953 and is in the Investment De- 
partment. He is a University of Ne- 
braska graduate. Mr. Allison joined 
the bank in 1957 as manager of the 
Credit Department. He attended the 
University of Illinois and California. 
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THE GREAT INTEREST in automation was indicated by the large number who 
visited displays of bank equipment. Here a representative of the National Cash 
Register Company explains operation of the Post-Tronic posting machine. 


Santa Monica, California—Dis- 
tinguished by a history of spectacu- 
lar growth, Santa Monica Bank has 
celebrated its 30th anniversary. 
Opened in February of 1928 with to- 
tal assets of $125,000, the bank today 
has resources of more than $30 mil- 
lion and three branches serve this 
area. A 25 per cent increase in total 
resources during 1957 made last year 
the most outstanding in the bank’s 
history. 

Aubrey E. Austin Jr., son of one 
of the bank’s organizers, commented 
on the anniversary, “Santa Monica 
Bank is the only independent bank in 
the area and our policies are specifi- 
cally designed to meet the financial 
needs of local people.” 


Dayton, Ohio—D. A. McTighe 
a member of the National Cash Reg- 
ister Company’s sales organization 
for the past 11 years, has been 
named manager of Adding Machine 
Sales for the company. He succeeds 
D. F. Gaines, who resigned to be- 
come vice president, marketing, for 
Smith-Corona, Inc., of Syracuse, New 
York. 

A native of Brooklyn, New York, 
Mr. McTighe joined NCR in 1946 as 
a student accounting machine man in 
Trenton, Missouri. He is a native of 
Selma, Alabama. 


Denver, Colorado—Harry C. 
Murphy of Chicago, president of the 
Burlington Railroad since 1949, and 
John C. Mitchell II, vice president of 
the Denver National Bank, were 
elected directors of Denver National 
at the annual meeting of sharehold- 
ers, it was announced by Stewart Cos- 
griff, president. This brings the num- 
ber of the bank’s directors to 24. 


Chicago, Illinois—Judson S. 
Sayre, president of the Norge Divi- 
sion of the Borg-Warner Corporation, 
has been elected a director of the Chi- 
cago National Bank, it was an- 
nounced by Lester Armour, board 
chairman. 

Also announced was appointment 
of Chester Zaleski as an assistant 
cashier. 

a 


Miami, Florida—Appointment of 
Robert N. Hammer as assistant vice 
president of the Pan American Bank 
of Miami has been announced by 
James Sottile Jr., president. 
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AMONG MANY MINNESOTANS 








at the convention were these four. From left, 


Mr. and Mrs. George Buscher, Alexandria, and Mr. and Mrs. C. Herbert Cornell, 
Minneapolis. Mr. Buscher is president of the Alexandria State Bank; Mr. Cornell 


is president of the Fidelity State Bank. 


Mobile, Alabama—Stockholders 
of the Merchants National Bank have 
elected a new 
member to the 
board of direct- 
ors and directors 
have promoted 
five officers. The 
new director is 
Y. D. Lott, vice 
president and 
comptroller of 

MR. LOTT the Gulf-Mobile 
and Ohio Railroad. Mr. Lott, a na- 
tive of Jackson, Mississippi, has a 
law degree from the Georgetown Uni- 
versity and formerly was a special 
agent for the FBI. He came to Mo- 
bile in 1934 as an attorney for the 
railroad. 

Joseph M. Stiggins, with the bank 
since 1921, was promoted to vice 
president. These four men were ad- 
vanced to assistant vice president: 
Boykin C. Herrington, who joined 
the bank staff in 1940; Jeff M. Pet- 
tiss, with the bank since 1923; Henry 
F. Schaub, who joined with the bank 
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in 1938, and J. Norman Shelton, who 
has been with Merchants National 
since 1919, 

e 


Wahoo, Nebraska—Emil E. Pla- 
cek, chairman of the board of the 
First National 
Bank and Ne- 
braska director 
of The Indepen- 
dent Bankers As- 
sociation, has 
been given a dis- 
tinguished citi- 
zen’s award by 
the Chamber of 
Commerce. The 
citation given to Mr. Placek said the 
award was made for “50 years of 
outstanding service to the city of Wa- 
hoo, the state of Nebraska and our 
nation.” A number of prominent 
state and city officials and bankers 
from throughout the state attended 
the ceremony. 





MR. PLACEK 


New York, New York—Appoint- 
ment of William M. Brazer as direct- 
or of administration for Mosler Safe 
Company’s Banks Sales Division has 
been announced by Edwin H. Mosler 
Jr., president. Mr. Brazer has been 
assigned to the New York office. Be- 
fore joining Mosler, he was vice 





president in charge of the company’s 
Buildings Department of the Girard 
Trust Corn Exchange Bank in Phila- 
delphia. 


Hopkinsville, Kentucky—First- 
City Bank & Trust Company has an- 
nounced the promotion of Ryan Ma- 
son to vice president and election of 
Norris J. Parrent as assistant vice 
president. Mr. Mason has been with 
the bank for the past four years, first 
as farm representative and then as 
manager of the farm department, a 
post in which he will continue. 

Mr. Parrent, who joined the bank 
a year ago, is manager of the Fort 
Campbell Boulevard Branch. 


Prairie City, lowa—William W. 
Burrell and James M. Sessions, 
Pleasantville, Iowa, bankers, have 
purchased a majority of the stock in 
the First National Bank of Prairie 
City from W. R. Hayes, John Van 
Steenbergen, John McKleevn and 
others. 

Mr. Burrell was elected president 
of the Prairie City bank and will 
continue as president and managing 
executive of the Pleasantville State 
Bank. Mr. Sessions was elected vice 
president and cashier at Prairie City 
and is now the managing executive 
here. LeRoy Schakel will continue 
as assistant cashier. Joseph L. Mc- 
Kleevn, John D. Holmes, Lester Gil- 
derbloom, with Mr. Burrell and Mr. 
Sessions, make up the new board. 

The sale was negotiated by Erwin 
W. Jones, vice president, Bankers 
Service Company, Des Moines, Iowa. 


Independence, Missouri—Two 
new members have been elected to the 
board of directors of The First Na- 
tional Bank, while another director 
has retired. Two employees received 
promotions. 

Newly elected board members are 
G. Leslie DeLapp, presiding Bishop 
of the RLDS church, and Floyd L. 
Snyder, president of Title Abstract 
Company. The resignation of Henry 
W. Rummel, a board member for 27 
years, was accepted. 

Promotions went to George J. Bus- 
er Jr., and Keith M. Davis, both ad- 
vanced to vice president. 
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San Diego, California—Melvin 
N. Wilson, president of the United 
States National Bank, has celebrated 
his 23rd year as chief executive of 
one of Southern California’s largest 
independent banks. A native of Kan- 
sas, Mr. Wilson moved to San Diego 
in 1914. In 1920, following service in 
the Navy during World War I, he 
began his career with the United 
States National Bank. Starting as a 
messenger, he worked his way up 
through most of the bank’s depart- 
ments. In 1935, he was elevated to 
the presidency. 

During his tenure of office, U. S. 
National has expanded its services 
throughout Southern California, with 
16 branch offices now serving the 
Southland. Total resources exceed 
$106 million. 

* 


Chicago, Illinois—Ben W. Heine- 
man, chairman of the Chicago & 
Northwestern Railway Company, has 
been elected a director of The Amer- 
ican National Bank and Trust Com- 
pany, increasing the number of mem- 
bers of the board from 14 to 15. 


New York, New York—Henry 
L. Schenk, president of the Trade 
Bank & Trust Company, has an- 
nounced the promotion of three men 
to vice president. Those promoted 
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SCENE AT MEN’S LUNCHEON. 


were John A. Murphy, who joined 
Trade Bank in 1950; Samuel C. San- 
der, who came to the bank in 1929, 
and Lewis Schiff, who started as mes- 
senger and successively worked as 


note teller, loan department manager, 


assistant secretary and assistant vice 


president. 
os 


Los Angeles, California—Dr. 
Robert R. Dockson, professor of mar- 
keting and head of the Marketing De- 
partment at University of Southern 
California, has been appointed con- 
sulting economist for Union Bank, 
Harry J. Volk, president, has an- 
nounced. Dr. Dockson will conduct 
continuing studies of leading Cali- 
fornia industries and Southern Cali- 
fornia in general. 

A member of the USC faculty since 
the fall of 1953, Dr. Dockson previ- 
ously had been associated with one 
of the major banking institutions in 
San Francisco as economist and di- 
rector of research. 


St. Paul, Minnesota—Appoint- 
ment of Thomas J. Curley as general 
agent for the Western Life Insurance 
Company has been announced by 
Merritt R. Gamache, superintendent 
of agents for the St. Paul area. Mr. 
Curley, formerly an agent and super- 
visor for Penn Mutual, is a repeat 





ROLLIE SCHROEDER, LONG PRAIRIE, MINN., IS STANDING AT LEFT. 





qualifier as a member of the Million 
Dollar Round Table of the National 


Association of Life Underwriters. 
.2 


Beaver Dam, Kentucky—The 
Beaver Dam Deposit Bank was host 
to hundreds of visitors from this area 
at an open house to acquaint custom- 
ers with the new National Post-Tronic 
bookkeeping machine which has been 
installed in the bank. Marshall 
Barnes, president, Wallace Chick, 
vice president, and other officers and 
staff members showed visitors how 
the new machine works. This is the 
first installation in the state of Ken- 
tucky, according to Mr. Barnes. 


Long Beach, California—Nor- 
ris E. McKenney, former chairman 
of the board of the Bank of Belmont 
Shore, has been elected president by 
the board of directors. Mr. McKen- 
ney has been in the real estate prop- 
erty management business in Bel- 
mont Shore for a number of years 
and became a director of the bank in 
May, 1956. 


Miami, Florida—James J. Drury 
has been elected an assistant cashier 
of the Riverside Bank, it was an- 
nounced by Tully Dunlap, president. 
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THE EDITOR 


WE HAVE MANY HAPPY MEMORIES of 
the 24th annual convention of the In- 
dependent Bankers Association at the 
Statler Hilton Hotel in Dallas. If you 
were among those present, hope you 
have the same; if you weren’t, may- 
be some of these notes will help you 
capture the flavor of those wonder- 
i. ful, busy convention days . . . Hold- 
“== ing a successful convention is a cinch 
oe in a fine hotel like the Statler Hilton 
. .. Before the convention, a Texan told us that no matter 
what the weather was like during the event, there prob- 
ably would be too much of it. How right he was, for the 
skies were dripping most of the time, day and night. 





Dallas was having its second go-around with Asian flu 
while the convention was in session and it hit a few of 
the IBA visitors ... The flu didn’t spare Dallasties, either. 
The reporter who was supposed to take minutes of the 
Executive Council and general convention sessions re- 
ported sick shortly before he was to have gone to work. 
It wasn’t easy to accomplish at the last minute, but a sub- 
stitute was found . . . Also hit by the flu bug was the man 
who was to have been master of ceremonies at the West- 
ern Buffet dinner. But there was an hour’s notice on this, 
giving Leon McAuliffe, the orchestra leader, time to pre- 
pare himself of the emcee stint, which he handled in easy 
fashion. 


BENSON MARTIN, the hotel’s banquet manager, has an 
ulcer-inducing job, but he hasn’t developed one and in- 
sists he won't, either. We agree, for his aplomb was most 
convincing. Mr. Martin is a native of Ireland who got his 
training in England and Switzerland before coming to 
America about five years ago. The demands of his job are 
such, though, that he even had to postpone his wedding 
date once because the hotel couldn’t spare him on the 
day he originally planned to ankle down the aisle. But he’s 
got another date set now and is hoping there'll be no more 
complications. 


THERE WAS A LOT OF INTEREST in the exhib- 
itors’ booths. Mechanized equipment displays 
seemed to be the most powerful magnets for draw- 
ing crowds .. . Scarborough & Company, insurance 
counselors, had nothing mechanized to serve as a 
“stopper,” but offered something with equal ap- 
peal—Bloody Marys. One woman told me that the 
tomato juice she’d had at the booth was the best 
she’d ever tasted. Not *til afterward did she learn 
the juice had been laced with vodka. 
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By HOWARD BELL 


THE LADIES’ HOSPITALITY ROOM, presided over by the 
gracious and charming Althea Humphreys of Texas Bank 
& Trust, Dallas, was a popular spot. There even were 
some men who stopped by for a quick cup of coffee .. . 
The convention was the best publicized in history, due 
largely to the professional public relations know-how of 
Leonard E. B. Andrews, also of Texas Bank, who ran 
the press room. 


CONGRATULATIONS to Lee Stenehjem, Watford 
City, North Dakota, for another fine job as chair- 
man of the Exhibits and Exhibitors Committee 
. . . Neiman-Marcus did a fine job on staging the 
style show. N-M is an outstanding store, which re- 
minds us of the experience of one of the women at 
the convention. This woman, who has shopped at 
stores throughout the country, stopped in at Nei- 
man-Marcus and encountered a clerk who offered 
a terrific pitch for the store, winding up with, 
“There’s nothing like it anywhere in the country.” 
Replied our shopper in deflating mood, “Oh yes 
there is. I. Magnin’s in San Francisco is as good if 
not better.” With that she departed. Didn’t buy 
anything, either. 


Otto Preus of Marquette National Bank, Minneapolis, 
gave a Topsy-like dinner party on the “open night” of 
the convention. It expanded to include, finally, nearly 
200 guests in three dining rooms. When it was all over, 
Otto dined himself . . . Others who demonstrated their 
skills as hosts at private convention events included 
Howard Parshall, T. Allan Smith and Charles Slay of 
the Bank of the Commonwealth, Detroit; Joe Cavitzel and 
Art Haessig of American National, St. Paul; Everett 
Dovale and Roy West of American National, Chicago; 
Victor Fay and Arnold Rauen of Chicago National. We’re 
sure there were others, too, but we just happened to have 
personal contact with those we mentioned. 


The way the waiters moved at the banquet caused a lot 
of comment. They actually ran with their trays. Appro- 
priately the headwaiter in charge of the banquet crew 
bore the name Scott Sudden. He’s been building up to the 
quicktime tempo of his crew for nearly two years. 


WE DROVE from Sauk Centre, Minnesota, to Dallas in 
a car so laden with convention gear that we considered 
a few times, but never seriously, mind you, stopping to 
check in weigh in at truck weighing stations along the 
way ... We're always pleased when Lady Luck touches 
her wand to those who, on the basis of past experience, 


. expect they’ll never win anything. So it was with Mr. and 
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Mrs. W. F. Wenke, winners of the American Express 
Company trip to Bermuda, and O. B. Roberts of Oil City, 
Louisiana, who left the convention with the portable 
television set offered as the exhibitors’ prize. 


* x 


NO CAUSE FOR COMPLAINT 

An Internal Revenue Service employee says he hasn’t 
complained about his work since a superior sent this 
memo: “Be thankful for your problems, because if you 
didn’t have them, you wouldn’t be here. And if they 
weren't as difficult as they are, someone with lesser abili- 
ty would be filling your chair and you would be looking 
for a job.” 


* Sk 


DO YOU HAVE A FAVORITE LABEL for the current busi- 
ness downturn? We don’t, though believe the moderate 
word, “recession,” probably is as good as any at this 
time. 

One columnist we read recently commented, “If your 
neighbor has lost his job, it’s a recession. If you’re out 
of work, it’s a depression. If you’ve lost your pants, that’s 
@ panic.” 

A lot of publications cross our desk between issues of 
The INDEPENDENT BANKER and we try to read them as 
thoroughly as time permits, not only for our informa- 
tion but also to gather material we can pass on to you. 

TIME magazine sends along a piece which is credible, 
stating, “In the midst of the most widespread depression 
talk in a decade, U.S. businessmen are worried less than 
the politicians about the stumbling U.S. economy.” The 
piece was based on TIME’s March 24 story on the econo- 
my. 

The magazine said businessmen consider the present 
decline as a “saucer recession”—a curving dip to level 
bottom, where it will rock along for six months before 
turning gradually upward. 


* Kk * 


Our opinion of the most thoughful piece we’ve read 
on the recession was written by George Shea and ap- 
peared in a recent issue of THE WALL STREET JOURNAL. 
Mr. Shea tries to give perspective to the present situation 
by reviewing the depression of the 1930s, then concludes 
with this: 

Today’s mood, as was the case of earlier ones, 
appears to be heavily influenced by memories of 
the recent past. We’ve lived in a boom, counting 
the war years of high business activity, for some 
18 years, and almost no one foresees anything in 
the future but continued boom, aside from an oc- 
casional brief interruption. We’ve also lived with 
inflation for a generation, so that many people 
think boom and inflation go together. 


Yet in one respect things have greatly changed. All 
over the world, and not just here, there are signs that 
productive capacity has caught up with and perhaps 
passed current demand. Even from behind the Iron 
Curtain some raw and semi-finished materials appear to 
be coming onto world markets to compete with products 
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The question that this overall change raises is whether 
our Government, no matter how it tortures the budget, 
can reverse matters quickly. More likely, the effects of 
years of energetic construction of new capacity are going 
to be lasting. 

World population and world desire for a rising 
seale of living do seem to be growing faster than 
ever before, promising a big and expanding de- 
mand for goods. But the world’s increasing know- 
ledge of production methods promises at the same 
time more and harsher competition. If so, new 
Government deficits and new floods of currency 
might merely raise all prices without altering the 
basic economic situation. Perhaps today’s beliefs, 
like earlier ones, are due for unexpected jolts. 


* x 


VALUE OF THE FAST FLINCH 

The proprietor of a highly successful optical shop was 
instructing his son on how to charge a customer. “Son,” 
he said, “after you have fitted the glasses and you're asked 
the price, you say: ‘The charge is $10.’ Then pause and 
wait to see if he flinches. If he doesn’t flinch, you then 
say, ‘For the frames; the lenses will be another $10.’ 
Then you pause again, this time only briefly, and watch 
for the reaction. If the customer still doesn’t flinch, you 
say, firmly, ‘Each.’ ” 


* K x 


IF YOU’VE EVER WONDERED how your employees would 
get along without adding machines, consider this: a na- 
tionwide survey by a research firm has produced the 
startling fact that one out of five bank clerks is unable 
to add a simple column of seven, two-digit figures. More 
than 500 clerical workers, whose ability in arithmetic 
was established as “average” by previous tests, took part 
in the survey. 


Clerks over 40 were slightly more accurate than the 
younger age group, probably because the over-40s, had 
done more non-mechanical addition at some time in their 
work careers. 


* $4 


TRY THIS NEW GREETING 
After April 15, Income Tax Day, instead of “What's 


new?” as a greetin - why not try the more appro riate, 
; & & y Pprop 
“What's left?” 


* ok # 


FRIEND OF OURS, very conservative and often distressed 
by spending habits of his fellow Americans, stopped at 
at a boat show the other day, checked price tags and com- 
mented as he left the show, “From now on I'll stay on 
shore.” 

His is a minority reaction, judging from figures re- 
leased by the Outboard Boating Club of America. A 
study by the club shows that America’s pleasure boat 
fleet has nearly tripled in the past 10 years, growing by 
nearly 345,000 last year alone. Spending for boat equip- 
ment and services totaled nearly $2 billion last year. And 
unlike auto dealers, boat retailers in many areas report 
their business is better this year than last. 
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Package on the Shelf’ Economics Story 
Works Too Well for the Old Man’ 


| was on a committee to contact dis- 
trict bankers about an agricultural 
problem. I called the Old Man to ask 
him to help me with some of the 
work, 

“I’m sure glad you called,” he be- 
gan, “but wait just a minute!” 

When he spoke again, I noticed 
that his voice was low and guarded. 
I soon learned why. He said he had 
a visitor in the front office and he 
had excused himself and was talking 
from another phone. The visitor was 
a local high school student. 

The Old Man continued: “This boy 
is from one of the high school classes 
and he is asking me questions about 
the Federal reducing the interest rate 
and what effect it was going to have 
on business. He just has his mind on 
one thing—and I can’t get him to 
talk about anything else. He just sits 
there and looks at me from behind 
thick glasses and asks questions about 
the same thing. I can’t seem to satisfy 
him. 

“Tell me something to tell him. 
Maybe what you say will satisfy him 
better than what I’ve told him. He 
just sits there and looks at me with 
about as much expression as a fish, 
and he makes me feel uncomfortable.” 

“Well now, wait a minute,” I said. 
“He’s your boy, from your town, your 
school, and you have to satisfy him. 
He didn’t come to me. He came to 
you.” 

Persistent Questioner 


“All right, but tell me something. 
I have failed so far to satisfy him or 
get him to go. He just asks about one 
thing. His needle is stuck and he 
keeps wanting to know what I think 
about the rediscount rate.” 

“Did you tell him that raising and 
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lowering the rediscount rate is only 
one of the tools which the Fed may 
use in an effort to help control infla- 
tion?” 

“Yes, I told him, but he keeps on 
asking how it affects things locally.” 

“Well, impress on his young mind 
that economics is not an exact science 
and that there are many theories that 
are still controversial. Tell him that 
the effect of the reduction is hard to 
trace down to the local level, because 
most of your borrowers and mine 
never enjoyed the prime rate, any- 
how. Most borrowers from small 
banks in agricultural communities al- 
ways pay above the prime rate and 
raising or lowering the rate by the 
Federal Reserve Bank by quarters 
and halves of per cents rarely leads 
to a change in the local rate. Maybe 
he thinks that the Fed dictates your 
interest rates. Worse than that, he 
may think your rates should be dic- 
tated by some government agency.” 


‘Little Local Impact’ 

“T told him that most of my bor- 
rowers paid above the prime rate and 
fractional ups and downs made little 
or no difference locally. I told him 
that the benefits from such adjust- 
ments took effect in the metropolitan 
areas, and from there might trickle 
down to the small towns but that the 
direct effect was difficult to identify.” 

“Well, you seem to have covered it 
pretty well,” I said. 

“Maybe so, but he’s still sitting up 


there with about as much expression 
on his face as an Indian. He doesn’t 
act as if he understood. And he is not 
anxious to leave.” 


Suggests New Approach 


“Well, try the ‘old package on the 
shelf’ routine on him,” I said, “and 
see how that works.” 

“Tell me about it,” the Old Man 
answered, “and let’s see if I can get 
it down well enough to repeat.” 

“Well,” I began, “tell him that the 
factors that cause inflation (and de- 
flation) can be likened to packages 
setting on a shelf, or shelves, and the 
tools to counter the effects of inflation 
(and deflation) can be thought of as 
packages setting on another shelf fac- 
ing them. 


Every Package Labeled 


“On the first shelf can be seen pack- 
ages representing taxes, government 
spending, labor costs, credit and oth- 
ers. On the opposite shelf are pack- 
ages such as interest rates, reserve re- 
quirements, open market operations 
and others. 

“Now, there is practically no con- 
troversy over the labels on any of the 
packages. Nobody disagrees that the 
packages as labeled are factors. The 
trouble is that persons looking at the 
packages don’t always agree on the 
size and weight of the packages, and 
this leads to differences of opinion. 

“In other words, the package la- 
beled ‘taxes’ looks lots larger to one 
viewer than to another. The package 
labeled ‘government spending’ looks 
one size to one person, but is of differ- 
ent size (or weight) to another. The 
package labeled ‘deficit spending’ and 
the one ‘balanced budget’ have differ- 
ent meanings; that is, the packages 
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look larger or smaller, or are of more 
importance, to one person than to an- 
other. This leads to different opin- 
ions.” 

“That’s a pretty good illustration 
and I’m going to let him have it. If 
he doesn’t understand it then maybe, 
at least, it will give him something to 
think about and get him on back over 
to the schoolhouse. I'll call you back 
about the committee work as soon as 
I get rid of him.” 

Routine Works Too Well 

That afternoon he called me. The 
first thing he said was, “I’ve got a 
crow to pick with you.” 

“Didn’t it work?” I asked. 

“Yes, it worked too well. It worked 
me into a date to speak to the eco- 
nomics class next month.” 

“‘What’s wrong with that?” I asked. 

“Simply that I don’t make speeches. 
I can’t talk to that class.” 

“Yes, but these young people oc- 
casionally want to know some things 
and if you are going to be a part of 
the capitalistic system then you 
shouldn’t want them to get the infor- 
mation from someone else. 

“I’m afraid that I can’t do it.” 

“Oh, but you can,” I said. “You 
are a part of the capitalist system. The 
young people in your town may think 
you know more than you do, but if 
you are invited to talk to them then 
you better talk to ’em. They have 
been getting a lot of information in 
recent years from the wrong people, 
with the wrong ideas. It’s now time 
for you to make a showing. I’ll even 
excuse you from the agriculture com- 
mittee so you can begin working on 
your talk to the high school class.” 

“Well... .” he said. 

I knew it was time to leave him. 
“Let me know how you come out— 
and good luck!” 























“I take it you fellows are in partner- 
ship on this loan?” 
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profits at the expense of the public. 

I would have you notice that I do 
not pin the blame for higher prices 
on either management or labor. Our 
effort to assess blame in this mutter is 
futile and more than a trifle childish. 
The fact is that, at full employment 
in a large part of the economy, wages 
can be increased and prices can be 
increased—prices are inherently un- 
stable at this point. 

We shall get nowhere until we cease 
the bickering over who is responsible 
and resolve to deal with the underly- 
ing situation. This too will be difficult. 
And this too is a problem we have not 
faced because of the hope that the 
economy could be regulated by the 
monetary sleight-of-hand. In short 
so long as we rely on monetary peli- 
cy we will not prevent inflation. And 
we will be adding to the risk of reces- 
sion as an alternative. 

Perhaps, in the future, there will 
be times when money rates can be 
usefully tightened a little and other 
times when they can be eased. But the 
role of monetary policy in the modern 
economy is both supplementary and 
slight. It is not a thing on which we 
can rely. This is the lesson of all re- 
cent experience, and we shall ignore 
it at very real public cost. 


Bankers Are ‘Fall Guys’ 


These are the consequences for the 
economy. Now let me say a word to 
you as bankers. In a very real sense 
you are the fall guys of monetary 
policy. Fhis is especially so of the 
smaller banker who has for his clients 
the farmer, the builder, the Main 
Street merchant, and the other smaller 
businessman. 

You are the practical executors of 
the policy, for you grant or deny the 
loans. Perhaps it would be more ac- 
curate to say that you are the execu- 
tioners, for it falls to you to say 
whose head should be cut off, and as 
smaller bankers you have more than 
your share of the chopping to do. 

To be an executioner in a good 
cause is one thing. It may not be 
pleasant, but it is at least commend- 
able. But to be an executioner in a 
bad cause—one that is inequitable, 
futile, and a little dangerous—is 
something else again. It is a little like 
dying nobly in a crusade against 
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ing its tax based upon a percentage 
permitted for reserves was able to 
weather a great deal of the effects of 
inflation. So, too, have the commer- 
cial banks to some degree and to a 
larger degree the mutual banks and 
the savings and loan institutions with 
their percentage of reserve allow- 
ances. 

In my judgment, the tight money 
situation which we have recently gone 
through had its origin to a large de- 
gree in the effect inflation had on the 
depreciation allowances given under 
our federal tax structure. 

The replacement of America’s in- 
dustrial plant probably averages out 
to be about 15 years. The dollar of 
15 years ago was twice the value of 
the 1956 and 1957 dollar. American 
industry had to raise an equal amount 
of dollars to that in its depreciation 
accounts merely to stay still, let alone 
to improve its capital plant. 

Those businesses which had in their 
tax formulas any percentage figure at 
all may regard themselves as more 
fortunate than their other businesses. 
I think all those who believe in pri- 
vate enterprise need to agree on some 
basic economic and political truths. 

@ That inflation is the enemy of 
private enterprise. That the primary 
duty of any government is to main- 
tain a stable dollar so it remains an 
accurate measuring stick not only of 
economic phenomena, but also tax 
effects. 

@ That any tax system that in- 
cludes too many preferentials is bad 
for private enterprise. 

@ Finally, that high tax rates and 
a narrow tax base are the answers to 
the Fabian socialist prayers, because 
through the neat, quiet manipulation 
of the tax structures the entire econ- 
omy can be regulated. 


snowstorms. 

Banks, I would stress again, are 
inescapably identified with monetary 
policy. As a result, they will be pe- 
culiarly identified with its failures 
and the consequences of its failures. 
If for no better reason, then instinct 
to self-preservation should cause the 
banker to take an iconoclastic view 
of this vastly over-rated and over- 
publicized policy. 
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Rug Pulling Act 
By Comptroller 


In his president’s address to the Independent Bankers 
Association convention in Dallas, R. L. Mullins observed 
that thinking is difficult and it’s “just hard work to think, 
or reason, or read, or write.” He added: 

“There are plenty of people reading, writing and cal- 
culating. Mostly, they are not on our side.” 

We thought about whose side the calculators are on 
when we learned the latest development involving banking 
service to Capitol Court, a new, large shopping center 
in Milwaukee, Wisconsin. 

Milwaukee Western Bank, an independent state- 
chartered institution formerly known as Teutonia Bank, 
was granted permission two years ago to move its bank 
into the Capitol Court area. Soon afterward, Wisconsin 
Bankshares Corporation said it was seeking a charter 
for a new national bank to serve Capitol Court. Wiscon- 
sin Bankshares is the holding company for First Wis- 
consin National Bank, which has 13 offices in Milwaukee 
and controls nearly 50 per cent of the bank deposits in 
that city. 

At the time of the application by Wisconsin Bankshares, 
only the approval of the comptroller of the currency was 
necessary for the granting of a new charter. But soon 
after the application, the Bank Holding Company Act of 
1956 became law, forcing Wisconsin Bankshares to seek 
prior approval of the Federal Reserve Board for acqui- 
sition of 2,950 of 3,000 voting shares in the proposed 
new bank. 

A few months ago the FRB denied the application of 
Wisconsin Bankshares, pointing out that the establish- 
ment of the proposed new bank “would tend to impair 
the prospects of the independent bank moving into the 
vicinity of the center.” The board pointed out that First 
Wisconsin already had three branches within a three-mile 
radius of the shopping center. 

This protection for Milwaukee Western Bank was of 
brief duration, however, for the First Wisconsin since 
has gotten permission from the comptroller of the cur- 
rency to move an existing branch into the center. The 
comptroller’s approval, it seems to us, bears out a recent 
statement by Mr. Mullins, in testimony before the House 
Banking and Currency Committee, that bank supervisory 
agencies favor “system banking.” 

The protection given independent banking by the FRB, 
administering the Bank Holding Company Act of 1956, 
has been removed, in this instance, by the comptroller, 
whose decision seemingly gave little consideration to the 
competitive factors involved. 
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Government to Push 
Further into Banking? 


Some senators have blown the dust off a pigeon-holed 
proposal to put the federal government even deeper into 
the banking business. 

The government, however, is already pretty deep in the 
banking business despite such misleading names as Small 
Business Administration, successor to the now dead RFC, 
whose main purpose is the lending of money to people 
who find it hard to borrow. 

The dusted-off capital bank proposal, though, goes be- 
yond either the SBA or the RFC. Not only would it lend 
money; one version of the plan would get the government 
into almost any kind and condition of business a man 
can imagine through purchase of capital stock in the 
business the man wants money for. 

There are, to be sure, a number of versions of the plan, 
but they all include use of the Federal Reserve System 
as a backstop. The Fed would lend to a chain of regional 
capital banks which in turn would lend to businessmen 
who either cannot or do not wish to meet the usual re- 
quirements of lenders. 

The usual requirements are, perhaps, worth recalling. 
They include the best judgment of the banker about the 
chances for survival of a business in trouble, or the 
chances for success of a new business. The borrower’s 
credit rating and his general repute in the community are 
not the least of the factors that must be weighed when a 
lender is deciding whether a loan is a good risk. 

Now how many of these requirements would have to 
be met by borrowers from the proposed capital banking 
system? Not very many, if we understand the idea cor- 
rectly. It is proposed that some of the loans may run as 
long as forty years—grandson can pay off grandpa’s loan, 
perhaps. And there is not much talk about interest on 
the money, as though that were the least of the matter. 
But it is pretty clear that whatever the requirements, they 
would not be the same as those of sound banking prin- 
ciples. 

Nor can anyone whose interests are anchored in an 
economy based on the private enterprise system look with 
anything but misgivings at the proposal to permit the 
purchase of stock in businesses. This would only get the 
government deeper and deeper into private enterprise, 
instead of getting the government out of it. The Hoover 
Commission has been telling Congress for some years 
now about the dangers of government competing with 
business, and not the least of its warnings has been about 
the added tax burden for private businesses such com- 


petition creates. 
—THE WALL STREET JOURNAL 
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for Banks and Industries 


Correspondent Accounts; Commercial Banking Accounts; 
Collections: Checks, Drafts, Notes & Accounts; Transfers 
of Money fo all parts of the World; Domestic and Foreign 
Exchange; Safekeeping of Securities; all services for 
banks and bankers in Michigan and the Middle West. 
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26 BANK OFFICES SERVING GREATER DETROIT 
OPEN UNTIL 5 P.M. DAILY, Monday through Friday 


MEMBER: INDEPENDENT BANKERS ASSOCIATION 
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@ The POST-TRONIC has proved itself in actual 
installations throughout America for almost 
a year. In most banks, ove POST-TRONIC has 
replaced two conventional posting machines. 


@ Today, 1,342 POST-TRONIC machines are 
posting more than four million individual 
checking accounts in 328 banks in 40 states, 


Gnd to 
the District of Columbia, Alaska, and Canada. ——  nOrrow, 


let 
Other benefits of one TR 


@ The POST-TRONIC has a record of savings ONIC Row! 
based on these nation-wide installations. Banks 
large and small report savings ranging from pipet gen 
50% to 66% on investment. 


Call your nearby National representative for a demonstration of the National 
POST-TRONIC, today. He’s listed in the yellow pages of your phone book. -_ 
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